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NET GENERATION®* (Kwhrs in Thousands) 
arate a atag sls eid va Rabe Wbdleed a wbie-nciiibadin 39,916,705 41,008,107 — 2.7 
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The objectives of the Edison Elec- 
tric Institute are: 
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tific research in such field. 


The ascertainment and making 
available to the members and the 
public of factual information, data, 
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tric industry. 


To aid its operating company 
members to generate and sell elec- 
tric energy at the lowest possible 
price commensurate with safe and 
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to the interests of consumer, in- 
vestor, and employee. 
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the tenth of the month preceding the 
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lating to the BULLETIN should be 
addressed to the Editor, Edison Elec- 
tric Institute, 750 Third Ave., New 
York 17, N: Y. 


The Edison Electric Institute does 
not assume reponsibility for, nor 
necessarily endorse or approve, state- 
ments made by contributors to the 
BULLETIN. 


Subscription price of the BULLETIN 
is $2.00 per year in the United States; 
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August 17, 1933, at the post office at 
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March 3, 1879. Publication office, 56th 
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Exciting New Era Seen for the Industry 
at 26th EEI Convention 


More than 2,500 Attend Three-Day Boston Meeting; 
Theme Is ‘POWER Is Our Business’ 


Convention in Boston, June 9- 

11, retiring Institute President 
J. W. McAfee predicted that the next 
two decades will be one of the most 
* significant and productive eras in the 
> history of the electric utility industry, 
| with its dimensions, services and con- 
tributions to the nation dwarfing all 
previous achievements. 


() convent the 26th Annual EEI 


McAfee Predicts Great Sales 


President McAfee forecast that by 
1979—the 100th anniversary of the 
invention of the first practical incan- 
descent lamp by Thomas A. Edison— 
the nation’s electric light and power 
industry will have reached an annual 
sales level of 3 trillion kilowatthours, 
better than five times last year’s 
record. 

More than 2500 electric utility com- 
pany executives and guests heard 
speakers outstanding in their fields 
discuss the exciting opportunities 
which will open for the industry be- 
tween now and Light’s Centennial. 
Among the subjects which were given 
important attention were atomic pow- 
er, financing in an inflationary era, 
public and employee relations, em- 
ployee education, economic problems 
threatening our free enterprise sys- 
tem, utilities’ sales and promotion, 
executive health, management efficien- 
cy, and utility regulation. i 

One of the most rewarding meet- 


ings in EEI history, the Convention 
was characterized by a feeling of 
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realistic optimism towards the future. 
While recognizing the great oppor- 
tunities which lie ahead for electric 
utility companies, the speakers warned 
that the path would not be an easy 
one, and that many challenges would 
have to be met if the anticipated goals 
are to be achieved. 

In keeping with the theme of the 
Convention, “POWER Is Our Busi- 
ness,” the industry strongly reas- 
serted that it stands ready, willing 
and able to supply all the power re- 
quirements of the nation now and in 
the years to come. 


New Residential Promotion Program 

One of the most significant develop- 
ments of the three-day Convention, 
held in Boston’s John Hancock Hall, 
was the approval by the Board of Di- 
rectors of a new national sales promo- 
tion program for the electric industry, 
aimed at increasing the home use of 
electricity. This core program will be 
sponsored and administered by EEI, 
and manufacturers and trade allias 
are expected to cooperate by integrat- 
ing their national advertising over 
their own names with,the program. 

The Institute’s core Program will be 
financed on a voluntary basis by EEI 
member companies wishing to partici- 
pate, without any chargé to non-par- 
ticipating members. The target date 
for getting the activity underway is 
1959. In general, the program is 
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NEW PRESIDENT OF THE INSTITUTE 


E. CORETTE, President and General Manager of The Montana 

e Power Co., has been elected President of the Edison Electric Insti- 
tute by its Board of Directors. Installation of the new President was 
made June 11 at the closing session of the Institute’s 26th Annual 
Convention. 

Vice President of the Institute since last December, Mr. Corette 
succeeds J. W. McAfee, President of the Union Zlectric Co., as head 
of the nation’s electric utility trade association. 

Mr. Corette has been President and General Manager of Montana 
Power since 1952. 

Born in Butte, Mont., Mr. Corette received his early education in 
the schools of his home city. He attended Montana State University 
in Missoula, and was graduated from the University of Virginia with 
a law degree in 1930. 

For the following 14 years, he was actively engaged in the practice 
of law throughout Montana, and has been a partner in the law firm 
of Corette, Smith & Dean from 1934 to the present. 

In 1934, he became counsel for Montana Power, serving in that 
capacity until 1944, when he was elected Vice President and Assistant 
General Manager of the company. He became a Director in 1948 and 
was elected President and General Manager four years later. 

In the fall of 1957, the U. S. Department of State designated 
Mr. Corette as the United States delegate to the 15th session of the 
Committee on Electric Power, one of the principal subsidiary bodies 
of the United Nations Economic Commission for Europe. The Commit- 
tee met in Geneva, Switzerland. last October, and Mr. Corette partici- 
pated in studies of such matters as the transfer of electric energy 
across frontiers and problems of rural electrification. He also served 
as principal spokesman for the United States at the fifth session of 
the Committee’s working party on rural electrification during the 
same period. 

Extremely active in business and civic organizations in the United 
States, Mr. Corette is a Director of the Federal Reserve Bank of Min- 
neapolis, a Director of the National Association of Electric Companies, 
and a Trustee of the Endowment Foundation of Montana State Uni- 
versity. He is a member of the United States Chamber of Commerce 
and a past Director of the National Association of Manufacturers. 

Mr. Corette is a devoted family man and the son of pioneer residents 
of Butte, the late Mr. and Mrs. J. E. Corette. His father, for many years 
one of the state’s most prominent attorneys, was the senior partner in 
the law firm of Corette and Corette. 

Although he is a lawyer by training, his grasp of engineering problems 
and techniques has earned Mr. Corette wide respect among the engineers 
of his company. 

His career has also included the operation of a 75,000-acre cattle and 
sheep ranch and he was once a partner in a contracting firm engaged in 
heavy construction work. 

Mr. Corette’s hobbies are typically western in that they are geared to 
the out-of-doors. One of his favorite sports is riding horseback through 
the mountain trails of Glacier National Park with his family. He has 
played tennis for years and also enjoys duck and pheasant shooting, golf 
and skiing. 

The Institute’s new President is married to the former Elsie Pauly. 
The Corettes have four children—two boys and two girls. 











aimed at increasing residential use of 
electricity through selling of more ap. 
pliances, more and better home light- 
ing, more wiring capacity, and by 
educating consumers about the ad- 
vantages of electricity in the home. 


Stability of Electric Industry 
On June 8, the eve of the opening 
of the Convention, President McAfee, 
in a statement to news media, said the 
utility industry has demonstrated 


again its inherent stability in reces- 
sion periods and that the general 
downturn in the nation’s business has 
had relatively little effect on the elec- 
tric utility companies. 

Sales in dollars for the first quarter 
of 1958, Mr. McAfee pointed out, ex- 
ceeded by 5 per cent those for the 
similar 1957 period. Sales in the first 
three months of this year amounted 
to $2,440,000,000. Citing the continu- 
ing healthy growth of the industry, 
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Mr. McAfee revealed that in the first 
four months of 1958, average resi- 
dential use rose from 3,174 kwhr to 
3,264 kwhr, despite the general busi- 
ness slowdown. 


Construction Program Hits Peak 

The industry’s stability, he as- 
serted, also exerts a stabilizing in- 
fluence on the whole economy. Mr. 
McAfee noted that this year’s con- 
struction program for electic utilities 
calls for a record high expenditure of 
$5.2 billion, with $4 billion going into 
investor-owned companies. He also 
noted that this year the industry will 
install a record high 15,750,000 kw of 
new generating capacity. 

Discussing the present status of the 
nuclear reactor program, Mr. McAfee 
emphasized that there is no pn lear 
reactor which anyone can build today 
that will give as good an economic re- 
sult as modern, conventional power 
plants. He said, however, that the in- 
dustry plans to spend more than $500 
million on atomic projects, with half 
the amount to be spent by the end of 
1959. 


Election of Officers 

J. E. Corette, President of The 
Montana Power Co., Butte, Mont., was 
elected President of the Institute, suc- 
ceeding Mr. McAfee, President of 
Union Electric Co., St. Louis. 

Mr. Corette was installed as Presi- 
dent at the last session of the Conven- 
tion on Wednesday afternoon. In ac- 
cepting the Presidency, Mr. Corette 
told the electric utility leaders that 
Americans will hear more from our 
industry about the danger of social- 
ism. He warned that there were far 
too many examples throughout the 
United States of business standing by 
and watching the gradual creeping 
paralysis of our free enterprise sys- 
tem, with its ever-growing loss of 
freedom, loss of opportunity and loss 
of our form of government. 


Corette’s Pledges 

The new President pledged that his 
major effort would be to awaken 
American business and labor to the 
importance of preserving and encour- 
aging this great industry; to the im- 
portance of everyone taking a far 
greater interest in government; and 
to the very real importance of not los- 
ing the first great battle in the war 
against socialization, which has been 
raging for years. 











Remarks of J. E. Corette in Accepting Presidency 
of the Edison Electric Institute 


HE presidency of the Edison Electric Institute is 

an honor, a privilege and a challenge I did not 
expect to be conferred upon me—a utility executive, 
lawyer and rancher, working for a medium-sized west- 
ern company. I am deeply grateful for this honor. I 
accept with humility and with some timidity because 
of the many problems confronting this great electric 
power industry today. However, I accept with real 
pleasure and enthusiasm because I’d like to take a shot 
or two at these problems and see if I can’t add a few 
more bullet holes to the ones which have been put in 
them by my illustrious predecessors in this job. 

I shall endeavor to express my appreciation to the 
industry by working conscientiously and courageously 
and by devoting the very best of my ability to the task 
before me. 


EEI’s Basic Purposes Will Be Carried Out 

Naturally, I shall carry on the basic purposes of the 
Institute in research, in the gathering and exchange of 
information and in the continuing effort to improve the 
electric facilities of the Nation so that we are able to 
provide the people of America with the best possible 
service at the lowest possible rates. 

However, my greatest effort will be devoted to the 
more serious, far more difficult problem which faces the 
electric power industry and, in fact, the entire Nation. 

There are far too many examples throughout these 
United States of American business standing by and 
watching the gradual, creeping paralysis of our free 
enterprise system with its ever-growing loss of freedom, 
loss of opportunity and loss of our form of government. 
We in the electric power industry realize that, despite 
our constant efforts, the very gradual socialization of 
our industry and the country continues, but few others 
have this realization. 

The electric power industry today has more than 
$3614 billion invested, pays almost $2 billion a year 
in taxes, employs 350,000 people and has annual capital 
expenditures greater than the telephone industry, the 
steel industry, the railroad industry or the automobile 
industry. 

In the last 10 years, the average increase in dollars 
spent on new plant has been 12.5 per cent per year. Even 
if this average were reduced to 6 per cent annually for 
the next 10 years, the investor-owned utilities of this 
Nation would have invested in plant nearly $100 billion 
by 1968. And if taxes continue their present trend, this 
industry’s contribution to federal, state and _ local 


governments in 1968 will exceed $5 billion annually. 

If this investment is forfeited to government or public 
ownership, if this taxpaying contribution is destroyed, 
you will see immediately the enormous impact on federal 
spending, on government income budgets, on the entire 
economic structure of the country. 

As president of the Edison Electric Institute, my 
greatest effort will be to awaken American business 
and labor to the importance of preserving and encourag- 
ing this great industry, to the importance of everyone 
taking a far greater interest in government, to the very 
real importance of not losing the first great battle in 
the war against socialization which has been raging for 
years. 

It has been my privilege to have traveled through 
Europe on two occasions during the last year. I have 
observed both business and labor in European countries. 
I have seen the European laboring man performing diffi- 
cult, manual work for wages of 30 cents to 75 cents an 
hour and paying almost the same prices for everything 
he buys that the American working man pays. 

Only in the United States and Canada can the work- 
ing man own his own home, drive his own car, and enjoy 
the convenience of his own power lawn mower, his own 
electric range, his own electric water heater, his own 
electric appliances which serve him and his family from 
morning until night. 

This prosperity for the working man—for all of us— 
has been made possible by our type of freedom and 
initiative, our system of private ownership and profit. 
It could be achieved in no other way. 

Industry Knows of Danger 

Our industry needs no warning about the danger to 
these things, but others do. I earnestly hope that each 
one of you will join me during the coming year in 
making the greatest effort in our history to convince the 
rest of American business and labor of the overwhelm- 
ing importance of this problem we all face. 

As I approach 30 years of association in the electric 
power industry, I am convinced that no group of com- 
panies has more dedicated, more industrious, more 
capable, or more honest people. I am convinced that, 
with the story we have to tell the American public, and 
with a unity of purpose, we cannot fail in our mission. 

There is no industry association in the world I would 
rather work for than this Institute. Again, I thank you 
for electing me your President for the coming year. 
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Allen S. King Elected Vice President 
of Edison Electric Institute 


Allen S. King, President of North- 
ern States Power Co., Minneapolis, 
Minn., was elected Vice President 
of the Edison Electric Institute. 

Mr. King has been President of 
Northern States Power Co. since 1954. 

Born in Minneapolis, Mr. King be- 
gan working for NSP as a meter 
repairman while still in high school. 
He continued to work for the company 
during summer vacations from Massa- 
chusetts Institute of Technology, 
where he was graduated with a de- 
gree in electrical engineering in 1922. 

His first full-time assignment with 
NSP was as engineer on a steam main 
construction job in Fargo, N. D. This 
was followed by a year in the credit 
department of the company’s Minne- 
apolis office and by assignments in the 
testing laboratory and the Riverside 


steam generating station, also in 
Minneapolis. 
Returning to Fargo, Mr. King 


worked for a time as a results engi- 
neer in the power plant. In August, 
1924, he was advanced to engineer of 
the Fargo division and about a year 
and a half later was appointed general 
superintendent of the Fargo division. 
In 1930 he became manager of the 
Minot division. Four years later he 
was transferred to Grand Forks, 
N. D., as division manager and in 
1945 moved on to become Fargo divi- 
sion manager with general super- 


Allen S. King, President of North- 
ern States Power Co., Minneapolis, 
Minn., was elected Vice President of 
the Institute, and Harold S. Sutton, 
Treasurer of Consolidated Edison Co. 
of New York, Inc., was re-elected EEI 
Treasurer. Sixteen member company 
executives were named to the Board 
of Directors. Edwin Vennard was re- 
elected Vice President and General 
Manager of the Institute, and A. B. 
Morgan was re-elected EET Secretary 
and Assistant Managing Director. 


Prize Awards 
The Duquesne Light Co. of Pitts- 
burgh, Pa., for its pioneering role in 
the development of the world’s first 
full-scale nuclear power station de- 








ALLEN S. KING 


vision of the company’s activities in 
the state of North Dakota. 

He was named Executive Vice Pres- 
ident of Northern States Power Co. 
in 1951 and elected President of the 
company in January, 1954. 

Mr. King has served on EEI’s Ad- 
visory Committee and its Atomic 
Power Committee and is a member of 
its Board of Directors. He is a member 
of the Association of Edison Illumi- 
nating Companies, the Engineers Club 
of Minneapolis, and other professional 
and civic organizations. 


voted exclusively to peaceful purposes, 
was the 1957 winner of the Charles A. 
Coffin Award. This award, the indus- 
try’s highest honorary symbol of 
achievement, is presented annually as 
a tribute to the memory of the late 
Charles A. Coffin, founder of General 
Electric Co. It was established in 
1922. The award was presented to 
Philip A. Fleger, Chairman of the 
Board of Duquesne Light, by Robert 
Paxton, General Electric President. 
Consumers Power Co. of Jackson, 
Mich., won the 1957 Reddy Kilowatt 
Annual Report Award. The award was 
presented to D. E. Karn, President of 
Consumers, by Ashton B. Collins, 
President of Reddy Kilowatt, Inc. 


Class winners in the Reddy Kilowatt 
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Contest were: Wisconsin Electric 
Power Co., Oklahoma Gas and Electric 
Co., Kansas Gas and Electric Co., In- 
terstate Power Co., Nova Scotia Light 
and Power Co., Central and South 
West Corp., Arkansas Power and 
Light Co., and Rockland Light and 
Power Co. 


Social, Recreational Activities 
Highlighting the social activities 
for the ladies was the Ladies’ Lunch- 
eon and program of entertainment at 
noon Wednesday in the Ballroom of 
the Somerset Hotel. A fashion show 
followed the luncheon. Special guest 
at this affair was Ilka Chase, actress, 
author and one of America’s most 
fashionable women. After the fashion 
show, buses were provided to trans- 
port the ladies to the open-air art ex- 

hibit in Boston’s Public Garden. 


On Tuesday afternoon Dr. Sara 
Jordan, Director of the Department 
of Gastroenterology at the Boston 
Lahey Clinic and a featured Conven- 
tion speaker, was honor guest at a tea 
for the ladies in the Dorothy Quincy 
Room of John Hancock Hall. Dr. 
Jordan’s address to the Convention 
also was brought into the Dorothy 
Quincy Room by special wire so the 
ladies could hear her discuss “Health 
Is Also Your Business.” 


Musical Program 


An outstanding musical entertain- 
ment program was provided for the 
delegates, ladies and guests on 
Wednesday evening at Symphony Hall 
through the courtesy of Westinghouse 
Electric Corp. Arthur Fiedler con- 
ducted the world-renowned Boston 
Pops Orchestra in a program of pop- 
ular and classical music to please the 
tastes of all the guests. Robert Mer- 
rill, one of the Metropolitan Opera’s 
leading baritones and who is equally 
well-known through his outstanding 
recordings and television appearances, 
and Anna Maria Alberghetti, young 
Hollywood soprano, were guest solo- 
ists with the orchestra. 

Two electric light and power com- 
panies were elected members of the 
Institute—Florida Power & Light Co., 
Miami, and Maine Public Service Co., 
Presque Isle. 


McAfee Gives Thanks 


President McAfee, in closing the 
Convention, expressed his apprecia- 
tion for the devoted efforts of many 
people who worked long and hard to 
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Enrique M. Gonzalez, second from left seated, president of Camara Nacional de Electricidad, Mexico electric com- 

pany association, and other Latin American utility representatives attended the 26th EEI Convention in Boston. 

Seated, from left are: David H. Matson, Mexico; Mr. Gonzalez; Henry B. Sargent, president, American 

& Foreign Power Co.; Walter E. Spurling, Bermuda; Gustave Maryssael, Mexico. Standing, from left, are: 

Javier F. Montejo Ortuno, Costa Rica; Mario J. Johanning, Costa Rica; Guillermo Davis, Peru; Joseph J. 
Cussen, Chile, and Grant A. Hylander, American & Foreign Power Co. 


make the Institute’s 26th Annual Con- Mr. McAfee expressed his thanks  facturers and others interested in the 
vention a success. to Westinghouse for the musical en- progress of our industry, and to Elec- ® 


tertainment program, to the manu-_ trical World for its coverage. 
Program Committee Lauded 


He thanked the Program Commit- 
tee, under the Chairmanship of P. H. 
Powers, President, West Penn Power : 
Co., which over a period of months Fleger Accepts Coffin Award 
gave generously of their time, 
thought, telephone and travel budgets 
to give the meeting its inspiration 
and substance. Program Committee 
members, in addition to Mr. Powers, 
included T. G. Dignan, President, 
Boston Edison Co.; C. J. Forsberg, 
President, Wisconsin Power and Light 
Co.; R. H. Gerdes, Executive Vice 
President, Pacific Gas and Electric 
Co., and W. W. Lynch, President, 
Texas Power & Light Co. 


Boston Edison’s Part 

“To our hosts of the Boston Edison 
Co., and to all the utilities of this 
area,” Mr. McAfee said, “may I say 
that New England hospitality should 
be a new by-word. The graciousness 
and helpfulness of Tom Dignan and 
his associates have made our stay 
in Boston very pleasant indeed, and . ; 
I know that we will not want to let Philip A. Fleger, center, Chairman of the Board, Duquesne Light Co., re- 
anything like 25 years pass before we ceives the Charles A. Coffin Award for 1957 from Robert Paxton, General 


‘ a Electric Co. President, at 26th EEI Convention. J. W. McAfee, retiring 
come to Boston a second time. Institute President, is at right. (Story on page 178.) 
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1958-1979—Obligations and Challenges 


By J. W. McAfee 


President, Edison Electric Institute and President, Union Electric Co. 


An address before the Twenty-Sixth Annual Convention of the Edison Electric Institute, 


T seems particularly appropriate 
I that we meet in Boston this year. 


No matter where in the United 


States our own personal roots may be, 
we cherish the values and traditions 
which first had their expression on 
this continent here in New England. 

One of the hallmarks of tradition 
hereabouts has long been that tend- 
ency towards stern self-appraisal and 
recognition of duty which goes under 
the name of the “New England con- 
science.” 

I believe that a form of New En- 
gland conscience has begun to show 
itself throughout the nation, and I 
view it as a very healthy sign. Ameri- 
cans everywhere seem to be looking 
with new eyes at what they are doing 
in science, education, defense, govern- 
ment, economic progress, and other 
important aspects of their lives which 
too often they have been content to 
take for granted. 


New Challenges Faced 

Further, they are demanding evi- 
dence of vigorous, constructive 
thought and action to achieve new 
high levels of American accomplish- 
ments. And I think that more and 
more there is detectable on the part 
of many individuals a determination 
to meet their own obligations in the 
American tradition and to face cou- 
rageously challenges of a scope and 
complexity never before encountered. 

In line with this spirit of examina- 
tion and evaluation, I look upon this 
discussion of our industry’s progress 
as being in the nature of a report to 
the American people on how we of the 
electric companies are meeting our 
obligations and facing our challenges. 

First of all, we have to make clear 
why our industry sees tomorrow as 
one of the most essential responsibili- 
ties of today. 

Electricity cannot be stockpiled for 
the future—it has to be right there 
on tap at the instant new demands 
for it are made. So looking at tomor- 
row and. appraising it has become a 
highly developed art in the electric 
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companies. Another factor in develop- 
ing future electricity: supply is the 
length of time it takes to construct 
the huge generators and other com- 
plex equipment going into a power 
plant. From the planning stage to 
operating plant may be a matter of 
three years and more. 

Electric service is unusual in that 
companies in the business cannot shift 
into another line of work or move to 
another area, if they do not like the 
way things are going for their opera- 
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tion. You cannot move miles of trans- 
mission lines, tremendous generating 
plants and all of the expensive equip- 
ment going into electric service from 
one part of the nation to another be- 
cause you may not care for develop- 
ments in your present territory. 

This fact of being married perma- 
nently to one basic line of work in a 
single area makes for a strong sense 
of responsibility on the part of elec- 
tric companies. This is not so much a 
virtue of our characters as companies 
and individuals. It is rather the clear 
recognition that, for better or for 
worse, we can do only as well as the 
communities we serve. And, when this 
sense is multiplied in electric service 
areas across the nation, it means that 
the electric companies as an industry 
are a responsible and potent force for 
progress for the entire United States. 

So, when we say that we will con- 
tinue to be ready, willing and able to 
supply all the power requirements of 
the nation, we are not bragging. We 
simply state a fact of life for this in- 
dustry—one which we have proved to 
be true time after time in the past. 


Electricity More Vital 


Day after day, electricity becomes 
increasingly important to our rising 
standard of living, whether it is in a 
modern, all-electric kitchen, or on 
an electronically controlled production 
line. And electricity becomes increas- 
ingly vital to our national defense, 
whether in the production of bombers 
and missiles, or in the fantastically 
complex systems of computers, radars, 
and weapons which are constantly on 
the alert to counter any attack against 
us. 

An indication both of the tremen- 
dous rise in the importance of elec- 
tricity in the progress and protection 
of our civilization and of how well our 
industry is prepared to meet any de- 
mands on it is shown by a comparison 
of loads and generating capabilities 
over the last four decades—a period 
which includes times of great national 
crisis. (Figure 1) 
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We have emblazoned in our memo- 
ries words of appreciation spoken by 
those with heavy responsibility for 
the fate of the nation. Dwight D. 
Eisenhower, when he was U. 8. Army 
Chief of Staff, said, “American elec- 
tric power was one of victory’s weap- 
ons in World War II. Emergency de- 
mands, great in volume and complex- 
ity, were met fully and promptly by 
the American utility industry.” 


Power Never Too Little or Late 

J. A. Krug, Director of the Office 
of War Utilities, said, “Power has 
never been too little or too late.” 

And the Navy’s Admiral W. R. 
Monroe, said, “When we called for 
power we got power and not—Thank 
God—alibis.” 

The ability to produce electric 
power to meet the nation’s needs is 
not something created on a crash 
basis, which expands and contracts 
with changes of temperature in the 
cold war or with economic fluctua- 
tions. It is based on the sum total of 
what we see as necessary to serve well 
all the communities of which we are 
a part, and which make up the larger 
community—the United States. 

An electric company knows its serv- 
ice area intimately—it has to. Typi- 
cally, it knows of any large new in- 
dustry coming into its territory, and 
may even have helped to bring it in as 
part of an area development program. 
In a completely different field, that of 
home use, the company will have 
charted growth for years into the 
future, taking into account such fac- 
tors as the rise in air conditioning. 


In yet another field, company per- 
sonnel will be working on civic im- 
provement projects to help make the 
communities receiving its service more 
prosperous and better places in which 
to live and work. All these and many 
other considerations will be reckoned 
into the calculations of what elec- 
trical needs will be in the y¢ars ahead. 

When you forecast the future and 
help it along on a firsthand practical 
day-by-day basis like this, you are not 
theorizing or -hoping. You have a 
pretty good idea of what that future 
will be—and you can develop a solid 
foundation for sound action. 

One of the most important mediums 
for putting together information and 
data from every part of the industry 
is the Edison Electric Institute. And, 
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through a variety of programs and 
projects, the Institute helps its mem- 
ber companies put the experience and 
abilities of others to work for the ad- 
vancement of electric service every- 
where, to the over-all benefit of the 
public. 

This has been and is being done 
successfully through the unselfish co- 
operation of the individual electric 
companies. And, on the part of some 
1800. EEI committee members, it 
means the devotion of a great deal of 
time and effort away from their own 
company assignments and duties. As 
members of 60 committees, these com- 
mitteemen contribute their specialized 
knowledge and understanding to a 
wide range of subjects in the account- 
ing, commercial, engineering and op- 
erating fields, as well as to many other 
matters of high importance to the in- 
dustry’s progress. 


Committees Are Institute 

I cannot review the work of each of 
the EEI committees to you. They are 
the Institute; and they merit our sin- 
cerest congratulations and apprecia- 
tion. 

Basic to the Institute’s effectiveness 
in serving the industry and the public 
is the widespread nature of its 
membership. Member companies serve 
about 96 per cent of all customers of 
the investor-owned electric utility in- 
dustry in the United States. 

A membership development of more 
than national significance has come 
about through the admission to EEI 
as affiliate members of electric com- 
panies from 15 countries of Latin 
America and the Caribbean. May I 
say we are delighted with the oppor- 
tunity this presents to work more 
closely in sharing the benefits of EEI 
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activities with our neighbors and 
friends to the south. 

At the end of April, the General 
Office of the Institute was moved to a 
new 34-story building, 750 Third 


Avenue, in New York City. 


EEI’s Relocation 

This is EEI’s first relocation since 
its organization in 1933. For 25 years 
it occupied quarters in the Graybar 
building at 420 Lexington Ave., ex- 
panding until its activities took parts 
of three floors. In the new building, 
all of the staff functions are on one 
floor—the sixteenth—making possible 
more economic and efficient adminis- 
tration. 

The staff of the Institute now num- 
bers some 90 men and women whose 
basic mission it is to provide the 
services required by the EEI commit- 
tees to facilitate their work. 

One of the tasks the Institute has 
undertaken for this industry report 
is the development of a forecast for 
the year 1979, which will be the 100th 
anniversary of Edison’s invention of 
the first practical incandescent electric 
light. Months of study and careful 
evaluation have gone into this exam- 
ination of the future, and the results 
may be surprising, even to people as 
accustomed as we are to studying the 
prospects of the years ahead. 

Before we look 21 years hence, it 
will be well to check our perspective 
by recalling briefly some of the ac- 
complishments of the recent past. 
These provide both the “launching 
pad” and the impetus for our future 
progress. (Figure 2) 

In just 'seven years, or about one- 
third of the forecast period, the entire 
electric industry has nearly doubled 
its sales, from 281 billion kilowatt- 
hours in 1950 to 558 billion last year. 
During the same seven-year span, 
generating capability has almost dou- 
bled, from the 1950 figure of 71 mil- 
lion kilowatts to the 1957 total of 135 
million kw. And the investment by 
the electric companies alone in elec- 
tric plant and equipment has risen 
nearly twofold from about $19 billion 
in 1950 to $36.5 billion at the end of 
last year. This is truly a remarkable 
record. 

Quite frankly, our industry has al- 
ways been conservative in predicting 
the magnitude of its future. Before 


developing the forecast for 1979, EEI 
compared about a dozen published 
forecasts made by various authorities 
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Population trends and the forma- 
tion of households are also factors 
which are helpful in predicting power 
output and other data. (Figure 7) 


Population forecasts have always 
produced rather accurate results, so 
these are particularly useful in check- 
ing our own predictions. Population 
is expected to be about 250 million in 
1979, nearly half again the population 
of last year. And households will total 
more than 82 million, iricluding an 
increase of two-thirds over 1957. 

A brief description of our trending 
process follows. 

When data for any given factor are 
plotted on a chart, two basic types of 
line can result. (Figure 8) 


The first is the straight-line type of 
relationship, or arithmetic curve. The 
second is the exponential relationship, 
depicting a constant percentage of in- 
crease. This is the kind of curve char- 
acteristic of many phases of electric 
industry performance. But in dealing 
with a curve that rises at a fixed rate 
of increase, we run into problems. It 
is difficult to predict its future course 
because of the constantly changing 
slope. The task is much easier when 
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we are dealing with a straight line. 


Let us assume that points of past 
performance have been plotted on 
graph paper having equal distances on 
both the vertical and horizontal scales, 
and that these points reveal a con- 
stantly rising curve. We can then plot 
the points on semi-log graph paper in 
order to express that curve as a 
straight line. This facilitates the 
projection of past trends into the 
future and makes it easier to see what 
may be expected in the years ahead. 
We are using charts drawn on semi- 
log paper, which is characterized by 
constantly decreasing spaces on the 
vertical scale. 

The theory behind forecasting is 
that if we have enough past informa- 
tion about a particular factor, and if 
we can make reasonable assumptions 
about the future, then these two sets 
of data can be used as a guide to what 
is likely to happen in the future. 

For the electric industry, we 
trended the record from 1933 to the 
present and projected it to 1979. The 
results correlate remarkably well with 
the indices of other factors in the 
economy, 


In the centennial year of Edison’s 


electric light, then, we see annual 
sales for the industry of about 3 
trillion kwhr. (Figure 9) 


This is over five times the sales for 
last year. To reach this figure, an 
annual rate of growth of about eight 
per cent is estimated, with a doubling 
of sales every nine years. Startling 
as that 3 trillion figure may seem to 
be, it may even be conservative in 
view of past performance and what 
can be foreseen. Remember, we have 
consistently undershot in the past, not 
through objective use of statistics, 
but primarily because the indicated 
growth seemed so hard to believe at 
the time. 

Now, what is the magnitude of the 
electric plant which will produce those 
3 trillion kwhr? (Figure 10) 

By 1979, it will be 665 million kw— 
nearly five times what it was at the 
end of last year. Peak load is ex- 
pected to reach 578 million kw—more 
than five times the 1957 peak. A 
reserve margin of 15 per cent over 
demand is included in the capability 
projection. 

In predicting sales, capability and 
demand, we have assumed a load fac- 
tor of 66.6 per cent, approximately 
the present average for the nation. 
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There are many variables which enter 
into the load factor picture, including 
increasing summer load and a grow- 
ing trend toward selling electric heat- 
ing and other applications to keep 
summer and winter peaks in balance. 
We believe that the sales and promo- 
tion abilities of the companies will be 
exercised imaginatively and efficiently 
during the years ahead, with the re- 
sult that load factor will continue at 
about today’s level. 

Of the 665 million kw predicted for 
1979, about 500 million, or better than 
75 per cent will be in plants of the 
investor-owned electric companies, 
What will this mean in terms of 
money invested? 

In terms of the dollars expected to 
be current in 1979, taking inflation 
into account, electric company plant 
investment will be about $221 billion 
—nearly six times the $361, billion 
at the end of last year. (Figure 11) 


CAPABILITY AND DEMAND 
TOTAL INDUSTRY 
(Millions of Kwhr) 





























1947 NOW 1979 


Figure 10 


ELECTRIC PLANT INVESTMENT 
INVESTOR-OWNED 
(Billions of Dollars) 





3 








vA 


1947 














1957 1979 


Figure 11 


Ie OM CDE IY 


‘ 


eq 
lat 
the 
mé 
th 
ins 


all 


kw 
ge) 


the 
bel 


rat 
tre 


ter 
col 











1958 


nter 
ding 
row- 
1eat- 
keep 
ance, 
omo- 
ll be 
ently 
2 re- 
1e at 


1 for 
than 
’ the 
lies, 
s of 


ad to 
ation 
plant 
illion 
illion 
2 11) 


D 


IN 





1979 


[ENT 


PAN 





| 


1979 









ig Leh 8 





Yee oh i Ga 


Pe as a 


June, 1958 


INVESTMENT PER KW 























INVESTOR-OWNED 
(Dollars) 
2000 2000 
3 O.-4 
oh ~ ¥ 
1000 <i 1000 
ae 
r. 
™ r Nest nig 
rent 
100 100 
1937 1957 1979 
Figure 12 


If we take this investment on the 
basis of 1957 constant dollars, it 
would be about $174 billion. You can 
see what the inflationary trend in the 
economy is likely to mean in electric 
plant investment — something over 
$40 billion in 22 years. 

However, if we examine this in- 
vestment in terms of cost per kw of 
capacity, it becomes apparent that the 
rise is much less rapid than the in- 
flationary trend. (Figure 12) 

The Handy-Whitman index line in- 
dicates the over-all cost of construc- 
tion in the electric utility field. In it 
are the factors of higher labor and 
materials expenses. But, because we 
have been able to maintain a remark- 
able record of advances in the design 
and construction of new plant and 
equipment, particularly in the use of 
larger and larger generating units, 
the utilities, with the fine work of the 
manufacturers, have been able to keep 
the really important figure—cost per 
installed kw—from moving up at any- 
where near the rate shown by over- 
all construction costs. 


Cost Per Installed Kw 

During 1957, the cost per installed 
kw for all electric plant, including 
generation, transmission and distri- 
bution facilities, was about $375 for 
the investor-owned companies. We 
believe that it will rise slowly in terms 
of current dollars, but at a far lower 
rate than the general inflationary 
trend. 

A pair of dollar figures of great in- 
terest are electric revenues of the 
companies and the taxes they pay. 
(Figure 13) 

Projecting revenues on a long-term 
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basis shows that by 1979 they should 
be about $50 billion annually, over six 
times the 1957 record for $8 billion. 
It is estimated that these revenues 
will produce the return on investment 
needed to assure a continuing flow of 
capital for the expansion of electric 
supply facilities. 

If the present rates of taxation con- 
tinue, the amount of taxes paid an- 
nually by electric companies to local, 
state and Federal governments will 
reach an estimated total of nearly $12 
billion in 1979, six times last year’s 
figure of about $1.9 billion. 

Our forecast for Light’s Centennial 
is significant in a number of ways, 
not only for our industry but for the 
nation as a whole. 

In the dry figures presented here 
are the flesh-and-blood of exciting ac- 
complishments to come. These fore- 
casts present an exhilarating prospect. 
This is the kind of big job that is the 
glory of the American free enterprise 
system, the kind of achievement no 
other system has been able to ap- 
proach, and which, in fact, has 
brought leadership to America beyond 
that of any nation in world history. 

Who, then, can be daunted by what 
we see ahead? Only those of little 
faith, only those who have always 
mistrusted the American system, only 
those who are incapable of under- 
standing it. 

For our own sake as a nation, as 
well as for those elsewhere in the 
world who may believe in us as a 
matter of principle, but who have 
little first-hand knowledge of America, 
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we should be extremely careful about 
crying “poor mouth” about our capa- 
bilities. ; 

False modesty or actual misrepre- 
sentation of what we can do can seri- 
ously mislead others in the world who 
look to us for leadership, with potenti- 
ally disastrous consequences. 


We should not be afraid of realistic 
optimism, in the electric industry, or 
anywhere else in America, in the care- 
ful evaluation of our future. 

The Russians seem determined to 
challenge this country’s leadership. In 
any field in which they conclude their 
comparative strength offers a possi- 
bility of success, we can, I think, ex- 
pect aggressive action to implement 
the challenge. In weapons, science 
and economics the Russians are show- 
ing great energy and will undoubtedly 
make some progress. Recently, they 
have been making a particular drive 
in the field of industrial production, 
commerce and world trade. In this 
category we have a big lead—both in 
standard of living and over-all pro- 
ductive capacity. In fact, we are prob- 
ably as much as 20 years ahead 
If we can maintain the qualities and 
products which have given us this 
wide margin of leadership, it is per- 
fectly obvious we are capable of keep- 
ing our position. 

In just one important area which 
has high significance both in personal 
standards of living and in over-all 
economic progress, Russia is 21 years 
behind. (Figure 14) 

Russia’s kwhr production per capita 
was 1,044 in 1957, slightly below the 
1936 per capita figure for the United 
States, and only about one-quarter of 
the 4,223 kwhr for every American 
last year. 

No one doubts that the Russians are 
determined people. It is clear that 
they are trained to a lower standard 
of living and that their rulers will 
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permit substantially less of over-all 
produce to go to civilian needs than 
we will do. The offsetting advantage 
to the United States is that we work 
in an atmosphere of freedom. It is 
a great incentive and to the extent 
we can protect and preserve it we will 
remain strong. 

America promises a better life for 
people through freedom. Russia, too, 
holds out the promise of a better life 
for many in the world, but the Com- 
munists seek to conceal the mechan- 
ism for its achievement—slavery. Our 
society is basically one of freedom and 
abundance; the Soviet society one of 
slavery and scarcity. 

But there are millions in the world 
today who live in such conditions of 
misery and ignorance that they can- 
not begin to imagine what the Ameri- 
can standard of living really is, or 
how the free exercise of human ability 
could achieve it. To them the Russian 
system igs more comprehensible, be- 
cause they have always been domi- 
nated by one form of government or 
another, and the standard of living 
promised by the Russians seems both 
desirable and attainable. 


World Problem of Misunderstanding 


We have then a worldwide problem 
in misunderstanding which cannot be 
solved by the simple display of the 
dazzling fruits of our economic sys- 
tem. It will take patient explanation 
and careful use of terms to avoid in- 
creasing jealousy or hostility. And 
the problem is of great dimensions 
right here in the United States. How 
can we explain to the world how free 
men, in an atmosphere stimulating to 
their initiative and creative abilities, 
can produce more of all that is valued 
by mankind than any system run by 
government? How can we explain this 
to others—when so many Americans 
don’t seem to understand it them- 
selves ? 


Whether we like it or not, man is 
an economic animal. What he does, by 
and large, is reflected in economic 
terms. In Russia, where government 
operates the economy, it also operates 
the chief tool of production—man. 
And a man cannot be free under those 
conditions—even in his thinking. In 
the United States, men and women are 
free to determine what they shall do, 
and the government is instituted by 
them to maintain order and fair play. 
When you have freedom of action, 
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freedom of thought, of imagination 
go with it—if, for no other reason 
than because you have to pick among 
many courses of action to which to 
devote your time and energy. 

So, when government operates the 
economy and the industries which 
make it up, it is also operating the 
people and depriving them of freedom. 
Government operation of any indus- 
try, or any part of any industry, in- 
cluding electric power, inevitably 
starts the constriction and strangula- 
tion of human freedom, even though 
this may not have been the intention 
at the beginning. 


USA, USSR Living Conditions 


Pointing up the difference between 
the two systems are living conditions 
here and in Russia. In the Soviet 
Union each person living in urban 
housing has an average of about 79 
square feet of living space—equiva- 
lent to a room slightly smaller than 8 
by 10 feet. In the United States each 
American has on the average about 
370 square feet—nearly five times as 
much living space. 

His freedom restricted in countless 
ways, even in his living quarters, the 
Russian consumer has very little 
choice in other things he needs and 
wants. In this nation, producers of 
goods and services devote effort and 
ingenuity to selling their wares to the 
consumer. But in Russia, the con- 
sumer must choose from what is 
offered that he can afford in either 
scantily stocked government stores or 
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the black market—and neither is con- 
cerned with customer satisfaction. 

So when we talk about selling elec- 
tricity, we are dealing with an area 
of economic activity that the Russians 
know nothing about—their problem 
continues to be one of rationing. But 
a great deal of our attention is de- 
voted to selling electricity and its ap- 
plications to the consumer for use in 
the home. Right now the residential 
and rural category accounts for about 
28 per cent of total United States 
kwhr sales. By Light’s Centennial, 
residential and rural sales will rise to 
better than 35 per cent of the to- 
tal estimated 3 trillion kwhr. (Fig- 
ure 15) 

In 1979, residential and rural use of 
electricity will be about 1.1 trillion 
kwhr, about seven times the 158 
billion kwhr in 1957. 

In developing this prediction, we 
have included the effects of adding 
about 1144 “phantom” appliances a 
year—new applications of electricity 
for the home which cannot now be 
foreseen but which will influence con- 
sumption. This reflects the rapidity 
with which new developments in elec- 
trical living come into being and are 
accepted by the American public. 


Two Fields for Advances 


But there are two fields in which 
applications of electricity could cause 
advances in use which would exceed 
what we can now predict. Light and 
heat—two fundamentals in civilized 
life—offer these major opportunities. 

Electric house heating, one of the 
newer applications, is gaining in im- 
portance as a means of balancing the 
growing air conditioning load. When 
the customer begins to think of home 
heating as well as home cooling as a 
job for electricity, we will have opened 
the door to dramatic increases in our 
rate of growth. 

Lighting, the load on which the in- 
dustry was built, still has great poten- 
tial. It has been pointed out that home 
lighting has been increasing at a much 
slower rate than kwhr sales for other 
services in spite of significant ad- 
vances in the art of lighting. Proper 
development of these advances, ac- 
cording to a recent EEI report, could 
add more than 700 kwhr per customer 
to utility loads in the next 10 years. 
And load in the home lighting field 
has very desirable characteristics, 
with peak loads.on many utility sys- 
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tems shifting from winter evenings 
to summer afternoons. 

The use of electricity in large in- 
dustry accounts for about half of the 
total of all power sales. In commer- 
cial establishments such as stores and 
offices, the proportion of total elec- 
tricity sales approaches 20 per cent. 
(Figure 16) 

By 1979, power purchased by indus- 
trial customers will total about 1.3 
trillion kwhr, more than 41% times the 
283 billion kwhr used in 1957. Com- 
mercial use will be 533 billion kwhr, 
51% times last year’s 95 billion total. 


Increased Automation 

Reflected in these dramatic figures 
will be increased automation in indus- 
trial processes and in office activities. 
A big factor will be the growth and 
creation of new industries and job op- 
portunities. The most spectacular ex- 
ample of this in recent years is the 
electronics industry, whose principal 
growth has come about in the dozen 
years since World War II. In all of 
the enterprises making up this in- 
dustry there are now about 114 mil- 
lion jobs, and annual sales total more 
than $13 billion. It would have been 
difficult indeed to predict 20 years 
ago, on the basis of what was essen- 
tially the radio business, the tremen- 
dous development of the electronics 
industry. I am sure that there will be 
other industrial surprises of similar 
magnitude in the next two decades. 

But of even more basic significance 
is what these kilowatthour figures will 
mean in terms of human progress. A 
shorter work week, more machines to 
take upon themselves more and more 
of human drudgery, and more time 
for people to develop as they will in 
the creative, spiritual, human aspects 
which produce the ultimate values— 
and which cannot be made by machine, 

In helping to make this future pros- 
pect a rewarding reality for all people, 
the electric companies will continue 
to operate with increasing efficiency 
in producing an abundant and depen- 
dable power supply. The companies 
themselves will take full advantage of 
the technological advances their ser- 
vice makes possible. Automation, for 
example, will play an increasing role 
in the operation of constantly grow- 
ing generating plants. Electronic com- 
puters will be used more and more 
widely to determine instantly what 
combination of plants in intercon- 
nected systems should be used to meet 
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changing power needs most economi- 
cally. 

Generating units themselves are 
being built in larger and larger sizes, 
and transmission voltages continue to 
be increased. Development in these 
and other fields of power supply tech- 
nology will make constant contribu- 
tions to the efficiency and low cost of 
electric service. 

Many of these advances combine to 
bring down the amount and cost of 
fuel required to generate a kwhr of 
electricity well below the levels of the 
past decades. But research and de- 
velopment in different types of fuels 
and their uses hold the promise of 
gains to come. 

For example, it is now possible to 
extract valuable chemicals from coal, 
and use the remaining low-grade resi- 
due in a new type of furnace for the 
generation of electricity. 

The use of atomic fuel has, of 
course, drawn the greatest public at- 
tention. But it will be a long time 
before electricity produced from nu- 
clear fuels will be fully competitive 
with electricity produced from the so- 
called conventional “fossil” fuels — 
coal, oil and gas. The fossil fuels are 
not inexhaustible, however, and with 
the tremendous increases in energy 
needs expected over the years, there 
will come a time of growing reliance 
on uranium and other fissionable ma- 
terials. 


Economic Nuclear Power 
So the electric utility companies, 
the electrical manufacturers, the new 
atomic industry and the U. S. Atomic 
Energy Commission are working now 
to bring about economic nuclear power 

for the benefit of all mankind. 
Today, less than four years since 
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Congress permitted industry to own 
and operate nuclear power plants, the 
electric companies are participating 
in 27 atomic power projects, includ- 
ing 15 nuclear power plants either 
in operation, under construction, or 
planned. 

This expanding program, carried 
on in cooperation with the manufac- 
turers and the Atomic Energy Com- 
mission, involves more than half-a- 
billion dollars of electric company 
funds. 


So Grows the Economy 


As the electric industry grows in all 
its aspects, so do other sectors of the 
economy. So, too, does the American 
free market in its capacity to finance 
growth. We in the electric industry 
expect to raise the money for the 
plant and equipment making up to- 
morrow’s industry in the free market, 
as has always been done in the past. 

The financial sources of the nation 
will continue to expand, and will con- 
tinue to look to the electric companies 
as good places in which to put money 
to work. Insurance companies, for 
example, with constantly increasing 
sums for investment, can be expected 
to keep on putting major proportions 
of their funds into electric company 
securities. The stock market in gen- 
eral, representing a variety of indi- 
vidual and corporate interests, will 
continue to see in the electric com- 
panies good opportunities for invest- 
ing. 

A key factor in the sound financing 
and expansion of the electric industry 
to serve the public well is good regula- 
tion. The intelligence and understand- 
ing of the regulatory commissions 
have in the past helped make possible 
America’s electric power leadership 
today and will continue to assure it 
for the future. 


This nation has been blessed with a 
high level of regulatory wisdom and 
sense of responsibility on the part of 
the various utility commissions. In 
fulfilling their basic mission of pro- 
tecting customers from poor service 
and unfair charges. the commissions 
have also recognized the importance 
of assuring fair treatment for in- 
vestors in the utilities. This is not 
only because investors make up a large 
part of the public themselves, but be- 
cause good service depends upon in- 
vestor willingness to supply funds to 
the utility for continued expansion of 
facilities and service. 
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Although many of the financial fac- 
tors in the electric industry’s future 
are going to continue to new high 
levels, there is one of particular in- 
terest to customers which will not. 

The average revenue per kwhr of 
electricity used in the home is less 
than half of what it was 25 years ago, 
and the over-all cost of living has 
doubled. The electricity price record 
stands out in sharp contrast to that 
of other goods and services. It has 
been achieved as a result of good reg- 
ulation, gains in operating efficiency, 
careful watching of expenses, and the 
public’s constantly increasing power 
consumption. 

Of the total revenues received last 
year from customers by the electric 
companies for their service, 23 per 
cent—23 cents out of every dollar— 
went for taxes of all kinds, local, state 
and Federal. (Figure 17.) 

Over the years, the tax payments 
turned over to government by the 
electric companies have mounted into 
astronomical sums. Since 1933, for 
example, about $19.7 billion in taxes 
have been paid. Between now and 
1979, an additional sum of $122 bil- 
lion in taxes will be collected through 
electric bills, for a total of more than 
$141 billion since the year that the 
tax-escaping TVA was established. 

These huge amounts of money high- 
light the importance of the electric 
companies as a tax source in the en- 
tire economy. If, for any reason, these 
taxes had to be raised by some other 
means than through electric company 
bills, serious dislocations in other 
parts of the economy would result. 

Through the payment of taxes, the 
electric companies contribute to the 
building of missiles, nuclear submar- 
ines and other weapons for defense, to 
government conservation activities, to 
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hospitals, schools, and to all the many 
other services which governmental 
agencies on every level perform for 
the public. 

For example, the $1.1 billion paid 
to the Federal government last year 
through electric company bills could 
have bought 137 B-52 jet bombers at 
$8 million each. Or they could have 
built 23 new submarines at $48 mil- 
lion each. 


Federal Taxes 

As a matter of fact, the electric 
company Federal taxes for just this 
one year could have covered the cost 
of all of the power-producing facilities 
of the entire Tennessee Valley Au- 
thority, with the exception of the $600 
million plant investment allocated to 
serving the Atomic Energy Commis- 
sion. 

Incidentally, it is worth emphasiz- 
ing that the plants of two specially 
organized groups of electric compan- 
ies supply about half the AEC load 
in the TVA area. The rates charged 
AEC by these electric company groups 
are at the same level as those of TVA, 
but the companies are not exempt 
from any local, state, or Federal taxes. 


320 High Schools 


On the state and local level, the 
nearly $800 million in taxes paid last 
year by the electric companies could 
have been used to build 320 high 
schools, each costing about $214 mil- 
lion, and each providing modern edu- 
cational facilities for about 750 stu- 
dents. 

There are, of course, many areas of 
government spending of tax money 
which can be considered very ques- 
tionable, to say the least. Because the 
money of our customers is heavily in- 
volved, we have a responsibility to do 
what we can to help them keep their 
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thinking straight on this vitally im- 
portant matter of taxation. 

For example, it seems unwise and 
unfair for governmentally operated 
power projects to sell electricity at a 
price which does not provide for taxes 
which are included in electric com- 
pany bills. If those served by TVA 
and its municipal distributors had pro- 
vided for Federal income taxes in 
their electric bills in fiscal 1957 on the 
same basis as the customers of elec- 
tric companies do, $49 million would 
have been added to the U. S. Treasury. 

Further, the 80 per cent of the 
people in the United States served by 
electric companies pay taxes through 
their bills to help make up for what 
is not collected from the 20 per cent 
served by various governmentally sup- 
ported electric systems. 

The equitable solution for this situ- 
ation is to assure that all customers 
pay taxes in the same way through 
their electric bills no matter who 
serves them, whether electric com- 
panies, governmental agencies, or co- 
operatives. 

It follows, too, that tax money 
should not be spent to build more gov- 
ernment power projects. The investor- 
owned companies have constantly dem- 
onstrated their ability to meet all 
power requirements of whatever mag- 
nitude. Just as an indication, the 
12% million kw of new capacity 
scheduled for addition by the com- 
panies this year exceed by about one- 
third the total generating capacity of 
TVA. The companies which pay taxes 
instead of draining public tax re- 
sources are able to build each’ year 
the power equivalent of one TVA. 
Certainly there can be no need to add 
to the burdens of the taxpayer 
through the construction of more gov- 
ernment power projects, when power 
supply requirements can be fully met 
by electric companies operating under 
the American free enterprise system. 

It can be clearly demonstrated that 
the only course which should be taken 
by the power industry is that which 
embodies the American philosophy of 
freedom and which offers equitable 
tax treatment of all customers. Fur- 
ther, we lead the world in electricity 
supply because electric service was de- 
veloped by enterprising organizations 
in an atmosphere of freedom. In other 
parts of the world where government 
has undertaken the operation of elec- 
tric systems, achievement has been 
nowhere near as great. 
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As a logical matter, therefore, the 
question of so-called private vs. gov- 
ernment power should not exist. The 
fact that it continues to be an issue 
indicates that far too many people are 
not aware of the facts or that they do 
not understand them. And a climate of 
good public understanding is essential 
to us in the electric industry, if we are 
to realize the full measure of what we 
see in the future for our customers, 
our investors, our employees—for all 
Americans. 


A Hidden Factor 


All of the forecasts we have made 
include a basic hidden factor which is 
crucial if the goals are to be met. 
That is, quite simply, acceptance and 
understanding by the people we serve. 

It doesn’t show anything like the 
accomplishment the curves for the 
other fields indicated. Yet this is 
what they all depend on, in the long 
run. We must move the curve of be- 
lief in free enterprise electric power 
supply up, among our employees and 
our customers. Making this curve 
take the right direction is no less a 
task for intelligence and hard work 
than progress in any other of the im- 
portant areas of company policy and 
operation. 

When we consider what people 
think, what their attitudes are, and 
how to get our own ideas across to 
them, we are not dealing in some oc- 
cult art difficult to comprehend. Basi- 
cally, we are involved in communica- 
tions—and communicating with other 
people takes up more of everyone’s 
thought and effort than just about 
anything else he does. 


Not only does everyone have a cer- 
tain natural aptitude in the field of 
communications, there have been de- 
veloped techniques, practices, and 
tools to facilitate work in gaining ac- 
ceptance and understanding, and they 
are available to all of us. But if they 
are to be effective, they have to be 
used—and used with people. This 
means in the communities we serve, 
because that is where our most im- 
portant people are. 

Some ideas on “how to do it” in 
public and employee relations will be 
presented. I hope that all of us take 
careful heed. The only reason our 
public acceptance curve is not up with 
the others is because we have neg- 
lected tending it in our own backyards. 
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Just to indicate what this can mean, 
a survey has pointed out that about 
24 per cent of our own customers 
don’t even know that they are served 
by an electric company. That means 
about 9 million of those we serve, 
without taking into account the ig- 
norance of their families, which would 
bring the total to over 30 million 
people. So an investor-owned electric 
company does a good job in its com- 
munity, and because of this ignorance, 
a governmental agency gets the credit! 
This is the kind of irony that can hurt. 

Where would that curve showing 
customer sentiment for the companies 
be if the customers knew they re- 
ceived service from an electric com- 
pany, not a governmental agency? 
Where would it be if electric company 
people had paid a friendly call on each 
of our customers and had told Mrs. 
Smith or Mr. Jones that they were 
being served by an electric company? 
That an electric company is an organi- 
zation representative of the American 
way of productive enterprise, made 
possible by the investment of the sav- 
ings of people like themselves? That 
it is operated by people like them- 
selves who are constantly striving to 
provide their neighbors and friends 
with the best possible electric service? 
(Figure 18.) 

This chart shows what the effect 
would be, if the 24 per cent were in- 
formed that they received their ser- 
vice from companies. Instead of 56 
out of every 100 customers favoring 
investor-owned companies, the per- 
centage would rise about 12 points, to 
68 out of 100 in favor. And that’s the 


‘difference between a simple plurality 


and a two-thirds majority. 


There are enough people unsym- 
pathetic to us, with an awareness of 
the value of public opinion, who are 
doing their utmost to prevent us from 
offering facts about ourselves and the 
nation’s electric power supply to the 
public. There’s no reason why we 
should aid them by not even attempt- 
ing to tell our story. 

We are at the forefront of a strug- 
gle to defend two basic tenets of the 
American way of life—free speech, 
untaxed, not subject to censorship by 
governmental fiscal agencies or any 
other authority, and a free economy, 
not operated by government. 

In the age-old and continuing strug- 
gle of man to keep free of the de- 
humanizing domination of govern- 
ment, we of the electric power indus- 
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try have a unique position. The chal- 
lenge today is greater than it has ever 
been and requires constant vigilance, 
intelligence and the willingness to act 
promptly against threats to freedom 
whenever and wherever they appear. 

The ways to slavery are camouflaged 
in many guises. The naked use of 
force, chains and shackles are not the 
most effective techniques of would-be 
masters of mankind. These obvious 
methods inspire the will to resist 
among those not immediately sub- 
jected to them. Instead, economic 
methods are used; the granting of 
economic favors, or their withholding; 
the threat of deprivation, the lower- 
ing of status, or standard of living; 
the setting of one group or nation 
against another for material advan- 
tage. A government which has the 
power to make use of these methods 
anywhere in the world as certainly 
threatens men with ultimate slavery 
as does any horde of conquerors. 


Vital Weapon 


Electric power supply in a free 
economy is a vital weapon in today’s 
worldwide battle to assure a future 
for all mankind in which the highest 
human qualities and values can en- 
dure and reach fulfillment. In our own 
society, power supply must continue 
to exemplify the freedom to exercise 
human abilities in which Americans 
believe, on which they have based 
their civilization. The challenge is 
clear before us, and we accept with 
vigorous determination our obliga- 
tion in meeting it. 





NEW Celebration 


ATIONAL Electrical Week will 

be celebrated in 1959 during the 
week of Feb. 8-14, N. J. MacDonald, 
chairman of the NEW Committee has 
announced. 

Mr. MacDonald, in reporting on 
the 1958 celebration, said 49 national 
advertisers participated in the activi- 
ties last year. The advertiser partici- 
pation next year is expected to be as 
great or greater than last year’s. 

Early this fall a new Planning 
Guide with a complete kit of materials 
—speeches, releases, home inspection 
reports and other program aids—will 
be ready for distribution to NEW 
participants. 





EEI Plans New National Electrical Living 


Promotion Program 


NEW national sales promotion 
A program for the electric indus- 
try aimed at increasing the 
home use of electricity will be spear- 
headed by the Edison Electric Insti- 
tute, J. W. McAfee, retiring Presi- 
dent of the Institute, has announced. 
The idea of the new program was 
approved at a meeting of the Institute 
Board of Directors, held in conjunc- 
tion with the opening in Boston of 
the 26th Annual EEI Convention. 

“In leading this new electric in- 
dustry activity, the Institute will 
sponsor and administer a basic, or 
core, program,” Mr. McAfee said. 
“Manufacturers and trade allies are 
expected to cooperate by integrating 
their national advertising over their 
own names with this core program.” 

He said the EEI’s core program 
will be financed on a voluntary basis 
by those Institute members which 
wish to participate, without any 
charge to the non-participating mem- 
bers. 


1959 Target Date 


T. O. McQuiston, chairman of the 
Institute’s Commercial Division Ex- 
ecutive Committee, said that 1959 
was the target for getting the activity 
under way. Mr. McQuiston is vice 
president of Metropolitan Edison Co., 
Reading, Pa. 

For some time the electric utility 
industry has been concerned about the 
need for a combined sales promotion 
effort at the national level, particu- 
larly to sell the electric way of living 
in the residential and farm markets, 
Mr. McQuiston said. 

About a year and a half ago, a 
task force of 10 utility vice presidents 
representing various sections of the 
nation was appointed by the Insti- 
tute’s Commercial Division Executive 
Committee “to consider and suggest 
a policy which EEI might adopt for 
sponsoring an industry sales pro- 
gram to be conducted jointly with 
manufacturers and other interested 
segments of the industry.” 

George W. Ousler, vice president 
of Duquesne Light Co., Pittsburgh, 
was appointed Chairman. The rec- 


ommendations of his task force were 
presented to the Division Executive 
Committee early this spring. 

Fuller & Smith & Ross was retained 
as the advertising agency to develop 
a program. 

In general, the new EEI core pro- 
gram is aimed at increasing residen- 
tial use of electricity through the sell- 
ing of more appliances, more and bet- 
ter home lighting, more wiring ¢a- 


pacity, and by educating consumers 
about the advantages of electricity 
in the home. 

The stimulation and support of 
electrical appliance dealers, distribu- 
tors, manufacturers, and utility com- 
panies in their sales and promotion 
activities will be highly important to 
the new program, and will be achieved 
through a variety of merchandising 
plans and materials. 


Pioneer Atomic Power Plant Wins 


Coffin Award for Duquesne Light 


OR its pioneering role in the de- 

velopment of the world’s first full- 
scale nuclear power station devoted 
exclusively to peaceful purposes, the 
Duquesne Light Co. of Pittsburgh, 
Pa., was awarded the electric indus- 
try’s highest symbol of achievement, 
the Charles A. Coffin Award, at the 
26th Annual Convention of EEI. 

Duquesne Light’s participation in 
design and construction phases, and 
its operation, of the Shippingport 
Atomic Power Plant, Shippingport, 
Pa., were singled out by the Coffin 
Award Judges as the outstanding 
achievement of the electric light and 
power industry in 1957. 

Duquesne Light was selected for 
the Award through a sequence of 
nominations by a panel representing 
every section of the nation, analysis 
of accomplishments of the nominated 
companies by a review committee, and 
decision by a Committee of Judges. 
Judges were Dr. John D. Ryder, Dean 
of Engineering, Michigan State Uni- 
versity; C. W. Kellogg, Past President 
of EEI; and J. W. McAfee, Presi- 
dent of EEI. 

The judges, in the words of their 
citation, based their decision on the 
“initiative, farsightedness and cour- 
age” of Duquesne Light, “in its par- 
ticipation in the design and construc- 
tion, and for its pioneering operation, 
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of the world’s first full scale nuclear 
power station devoted exclusively to 
peaceful purposes, at Shippingport, 
Pennsylvania, and for its overall con- 
tribution to the development of nu- 
clear power.” 

The Shippingport Atomic Power 
Plant, located on the Ohio River about 
25 miles northwest of Pittsburgh, has 
been in operation since last December. 
It can provide a minimum electrical 
output of 60,000 kilowatts, or enough 
to supply the residential needs of a 
quarter of a million people in the 
Pittsburgh area. 

To aid in the development of atomic 
power, Shippingport was designed not 
only as a power station, but also as a 
test facility to provide experience and 
data for the entire industry. Con- 
struction began in March of 1955 and 
was substantially completed in the 
latter part of 1957. 

The plant was built under supervi- 
sion of the U. S. Atomic Energy Com- 
mission and the nuclear reactor was 
manufactured and installed by the 
Westinghouse Electric Corp. Duquesne 
Light in addition to substantial con- 
tribution toward the cost of the re- 
actor, furnished the site, designed and 
constructed the electric generating 
part of the station and is operating 
the plant. 


(Continued on page 222) 
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The Shape of Things to Come 


By Ralph J. Cordiner 


Chairman of the Board, General Electric Co. 


An address before the Twenty-Sixth Annual Convention of the Edison Electric Institute, 


HE electric utility industry to- 

day is one of the most important 

sustaining and energizing forces 
in the economy of the United 
States. The sustained investments of 
the utilities in the recessions of 
1949-50 and 1958-54 helped im- 
measurably in carrying the economy 
through those periods of adjustment, 
and the wisdom of your investments 
was justified by events. Today, as 
the nation passes through another 
period of uncertainty, the utility in- 
dustry is once more a sustaining 
force, planning, investing, and build- 
ing for the next great surge of na- 
tional growth. Here indeed is private 
enterprise in its leadership role — 
realistic and farsighted, confident 
and mature. 


GE, McAfee Estimates Close 

I am happy to say that General 
Electric’s estimates of the 20- 
year future are remarkably close to 
those set forth by Mr. McAfee. (See 
page 169.) The margin of difference, 
where there is a difference, is within 
10 per cent. When one is looking 
ahead twenty years in a world of ex- 
plosive change, that is not a signifi- 
cant variation. 

A realistic evaluation of the data 
shows, as Mr. McAfee indicated, that 
the United States will need 665 mil- 
lion kilowatts of electric generating 
capacity by 1979, in contrast with 
this year’s 135 million kw. It will 
take on the order of 3 trillion kilo- 
watthours of electrical energy to 
power a nation whose population will 
have passed the quarter-billion mark. 

In terms of courage, investment, 
and work, such goals are stupendous. 
It is indeed fortunate that both the 
manufacturing and the utility sec- 
tors of the electrical industry have 
such close agreement about the chal- 
lenge of the future because—to re- 
peat an ancient truth—neither of us 
can succeed without the other. Work- 
ing together not only as customer 
and supplier, but as partners in one 
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of man’s greatest adventures, we can 
reach and surpass these high goals. 

Such a statement of faith must not 
be mistaken for careless optimism. 
All the arithmetic that went into 
these computations may be correct, 
but that does not necessarily mean 
that they represent the shape of 
things to come. They are only goals 
—high, hard, but achievable goals. 
They can only be won by sustained 
effort, pursued courageously through 
good times and bad. 


Decisions for Future 

A less sophisticated audience might 
believe, as it heard these distant 
goals set forth, that this is the out- 
line of work for the next business 
generation. But that is not the case. 
The main patterns of today’s electri- 
cal industry were fundamentally de- 
termined by decisions made, battles 
won, funds invested, facilities built, 
and research launched 10 or 20 
years ago. In the same manner, the 
most important decisions of today’s 
executives are those that will not be 
proven until late in the 1960’s and 
1970’s. The shape of things to come 
is being determined now—in the ex- 
ecutive offices, in the laboratories, in 
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the marketplaces, in the legislative 
halls, and in the minds and hearts 
of men. 

Starting with this premise, my 
comments will be directed toward 
assessing trends in the laboratories, 
the marketplaces, and the legislative 
halls, to see what portents for the 
future they might present. 

There would be little disagreement 
on the importance of the laboratories 
to the electrical future. Since its 
beginnings, the electrical industry 
has welcomed change and has in- 
vested millions of hard-earned profit 
dollars to bring it about. Today, the 
research and engineering activities 
of the electrical industry are a ma- 
jor factor in the nation’s growth 
prospects. 


Scientific Pace Increases 


It is true that the pace of scientific 
advance is being stepped up enor- 
mously, and there are some who are 
concerned lest a sudden _ break- 
through might unexpectedly make 
major, long-term investments obso- 
lete. There is no evidence to support 
such unrealistic concerns. 

Consider the pace of progress in 
atomic fission, for example, which 
has been pressed forward by sub- 
stantial expenditures from both pri- 
vate and government sources. The 
technical feasibility of power from 
atomic fission was proved by Dr. 
Fermi and his associates in 1942, 
with a laboratory reaction capable 
of producing a tiny amount of power. 
But to expand this tiny laboratory 
reaction up to a large-scale power 
plant capable of producing economi- 
cal power has proved to be a long 
and expensive process. The impor- 
tant objective of economically feasi- 
ble atomic power has not yet been 
reached, sixteen years after the 
Fermi demonstration. 

In the 34% years since the passage 
of the 1954 Atomic Energy Act, in- 
dustry has moved effectively toward 
establishing a base in development, 
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design, manufacture, and use of 
power reactors. Now the industry ef- 
fort is moving into a new era—one 
in which operating experience, 
meager as it is, can be analyzed. The 
results, based on five pioneer reac- 
tors now operating in the United 
States, are encouraging. 


Fission in the 1970’s 


Currently, there are four large 
atomic power stations under con- 
struction in the United States, sched- 
uled for completion in 1960. Thus, 
the experience gathered in the 1960’s 
should make fission an economical 
supplement to fossil fuels, on a sub- 
stantial scale, in the 1970's. 

With this perspective, what is the 
probable timetable for fusion power? 
It has yet to be proved that fusion 
power is technically feasible. To 
pass this significant milestone is the 
objective of tremendous research 
and development efforts in the pe- 
riod immediately ahead. From Gen- 
eral Electric’s studies, it appears 
that the late 1970’s may find the 
first demonstration power plants of 
fusion power going into operation, 
just as the first fission plants are 
going into operation now. Thus, eco- 
nomical fusion power on a substan- 
tial scale. would not be likely to 
make its appearance before the final 
two decades of this century. 

Fission and fusion are undoubt- 
edly the two principal long-term 
prospects for basic change in the 
technology of the utility industry. 
There are, however, many other tech- 
nical possibilities which are being 
explored in the electrical laborato- 
ries, and which may be having appre- 
ciable effects in the year 1979. If 
time permitted, it would be interest- 
ing to explore the challenges pre- 
sented by superconductivity, the fuel 
cell, semi-conductor converters of 
various kinds, the thermionic power 
converter, and the need for new 
methods of storing electrical energy. 
Solar energy has some genuine pos- 
sibilities on a_ special-application 
basis. 


Long-Range Laboratory Efforts 

The long-range efforts in the lab- 
oratories can be summed up with 
these few conclusions: 

1. The two most promising pros- 
pects, fission and fusion power, 
become more efficient and econom- 
ical as the size of the power plant 
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increases. That is to say, the so- 
called “home atomic battery” is 
not likely to replace the central 
power plant. 

2. New ways of doing things in 
the electrical industry are never- 
theless inevitable and necessary, 
and research and development are 
proceeding on a scale never before 
imagined. 

3. Nothing on the technological 
horizon gives promise of replacing 
rotating machinery for generating 
electricity economically—not on a 
big scale or in the near future. 
Therefore the lookout for develop- 
ments in turbine-generator tech- 
nology is an important factor in 
planning for the immediate future. 
During the past half century, re- 

search and engineering have com- 
bined to produce turbine-generator 
systems that, on the average, use 
only about one-eighth as much coal 
per kwhr as did those first turbines 
which edged reciprocating steam en- 
gines right out of the picture. These 
improvements, toward which the en- 
tire electrical industry has contrib- 
uted, have made electricity the Amer- 
ican consumer’s biggest bargain. 
Over these 50 years, the reduction 
in fuel consumption per kwhr has 
averaged about 3 per cent a year, 
compounded annually. During the 
period 1950 to 1955, the rate of im- 
provement rose to a remarkable 5 
per cent a year, due mainly to a 
rapid increase in the average tem- 
perature, pressure, and size of units 
installed. Technically, however, it 
appears that genuine limits are be- 
ing reached in what can be done 
with the available metals. Until some 
basic new knowledge is discovered, 
it appears that the increments of 
improvement in turbine-generator 
technology may be considerably 
smaller in the years ahead for those 
utilities that are already operating 
the largest-size machines. The com- 
pany’s scientists and engineers esti- 
mate that a reduction in fuel con- 
sumption per kwhr of perhaps one 
to one and one-half per cent a year 
is the best that can be expected in 
the next 10 years, on the average. 
There are, of course, many utility 
companies which still have the op- 
portunity of making rapid progress 
by installing the larger machines 
already available, and turbine-gen- 
erators rated from 500,000 to 750,000 
kw will come into use in the 1960's. 
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Increased interconnection and the 
trend to joint purchase and use of 
high-capacity machines, by several 
companies, will produce further ad- 
vances in system economy. 

Dangers of Inflation 

On a nationwide basis, however, 
the advances in generating efficiency 
are not going to be enough to offset 
the inflation in your’ production 
costs, to anything like the degree 
that has existed in recent years. This 
leads to two clear conclusions: 

1. Unless the basic inflationary 
trend is halted, the health of your 
business and our business — in- 
deed, the health of the nation’s 
economy—may depend on winning 
public understanding of the need 
for a realistic reappraisal of the 
appropriate selling price for elec- 
tricity. 

2. As never before, the electrical 
industry must assure tomorrow’s 
progress by continuing its vigor- 
ous exploration of scientific oppor- 
tunity and exploitation of tech- 
nological gains. 

I have emphasized the production 
of electricity, but the laboratories 
are also exploring many new ways 
to distribute and use electricity. In 
the factory, in -commerce, in the 
home, and on the farm, the emphasis 
in the coming decades will be toward 
more automatic equipment; toward 
the more imaginative and economical 
use of electronics; toward bigger 
blocks of power, with homes using 
the equivalent of today’s small in- 
dustrial and commercial establish- 


ments; and toward higher-voltage, 
higher-capacity transmission — sys- 
tems. 


One of the most exciting projects 
in the electrical field is General Elec- 
tric’s newly announced extra-high 
voltage project—an experimental 
high-voltage transmission line to be 
built not far from the company’s 
High Voltage Laboratory in Pitts- 
field, Mass. This three-phase trans- 
mission line, over four miles long, 
will have a rated system voltage of 
650,000 volts, suitable for operation 
up to 750,000 volts. 


Highest Voltage Lines 
As you will recognize, this is a 
considerable advance over the high- 
est previous voltage of American or 
foreign experimental lines. Knowl- 
edge and experience gained with the 
extra high-voltage project in the 
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1960’s will lay a foundation for the 
operating transmission systems of 
the 1970’s. To assure that this proj- 
ect will be of maximum value to the 
industry, we have approached the 
Edison Electric Institute to ask its 
cooperation in planning this work. 

From this brief review of the 
prospects in the laboratories, it is 
clear that new knowledge, new prod- 
ucts, and new processes are going to 
be essential to achieve the growth 
envisioned in Mr. McAfee’s forecasts. 
These technical challenges can be 
met as long as the manufacturers 
which provide most of the industry’s 
research and development have the 
volume and profit levels required to 
warrant—indeed, to stimulate—con- 
tinued investment in scientific ad- 
vance. One sometimes hears that the 
leading manufacturers expect a pre- 
mium price in order to pay the cost 
of research. Actually, they can con- 
tinue to offer their products at at- 
tractive prices, as they do now, and 
continue their research and develop- 
ment, as long as they have the vol- 
ume of business required to keep 
production well above the break-even 
point. Such volume, on a_ steady 
basis, should enable them to earn 
the level of profits required to sus- 
tain their assault on the technical 
barriers of the future. 


But the future is being determined 
not only in the laboratories. It is 
also being shaped in the marketplace. 

The character of the market is go- 
ing to change dramatically in the 
next 20 years, and will offer new op- 
portunities for everyone associated 
with the electrical industry. Rising 
levels of income and education, along 
with the sharp increase in household 
formation in the 1960’s, will mean a 
bigger, higher quality market for 
residential uses of electricity. 

The United States population is 
trending toward the formation of 
what might be called “supercities,” 
as the suburbs of neighboring cities 
spread out and overlap into continu- 
ous urban areas hundreds of miles 
long. New industrial and residential 
areas will evolve along the great 
thruways that are being built on a 
national scale. All these new popu- 
lation centers will need large quan- 
tities of power for community facili- 
ties such as water and sewage 
plants, highway and street lighting, 
schools and shopping centers. Highly 
concentrated blocks of power will 
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be required for new industrial parks 
and residential areas. The develop- 
ment of bigger industrial and resi- 
dential markets in areas formerly 
confined to agriculture and mining, 
especially in the South and the West, 
will provide new outlets for indus- 
trial, commercial, and_ residential 
load. In such a vastly expanded mar- 
ket, the forecast of 3 trillion kwhr 
a year by 1979 is entirely feasible. 


Every Kwhr Must Be Sold 


Yet no business manager needs to 
be reminded that every kwhr, every 
dollar’s worth of power and equip- 
ment, must be sold—sold against a 
growing multitude of competing uses 
for the customer’s dollar. 

Between now and 1979, the industry 
must sell about $500 billion worth 
of electricity and 114 trillion dollars 
worth of electrical equipment, in 
terms of today’s prices, to reach the 
goals envisioned. This is about five 
times as much electricity and four 
times as much equipment as the in- 
dustry has sold from 1879 to the 
present. 


Is it reasonable to assume, from 
the present evidence, that this sales 
objective will be attained? Let me 
cite some of the evidence. 

It is generally agreed that the 
residential customer is the backbone 
of the utility business, the least af- 
fected by economic recession and po- 
tentially the greatest producer of 
revenue. At present, major appli- 
ances and television account for two- 
thirds of the kwhr consumption of 
the average residential customer. 
Residential and rural power sales 
have increased faster than the other 
classifications, and forecasts of fu- 
ture load are based on a continuation 
of that trend. 


Optimism Unwarranted 


There is nothing in the current 
sales trend of the electric major ap- 
pliance business to warrant such op- 
timism. There has been little growth 
in unit sales since 1950. Ignoring 
wide swings in year-to-year sales 
volume—and who is to say what con- 
stitutes a “normal” year—the appli- 
ance and television receiver business 
seems to be growing at a rate of less 
than 3 per cent a year. Yet major 
appliances are expected to be a ma- 
jor factor in boosting the load curve 
an average of 8 per cent a year, ac- 
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cording to the 1979 forecasts that 
have been presented. 

Why is it that sales of home appli- 
ances have not grown at the rate 
they should? Is there some vital in- 
gredient missing from the manufac- 
turers’ program? Is there something 
more that the electric utilities should 
be doing, to close the gap between 
market potential and market reality? 

A review of the efforts of the man- 
ufacturers seems to indicate that, 
while there have been human errors 
and shortcomings, they have tried 
to move forward on many fronts. 

In the past 10 years, the manufac- 
turers have offered their customers 
a greater flood of new, exciting 
products and features than in any 
previous period. New appliances and 
entertainment products have been 
introduced, styling has become much 
more attractive, and inducements to 
purchase a coordinated group of ap- 
pliances, rather than just one appli- 
ance, have been increased. 

Factories have been rebuilt and 
expanded, and a high degree of elec- 
trification and automation has been 
introduced into the manufacturing 
processes, to produce the most at- 
tractive values. 

The industry’s productive capacity 
has been increased so that customers 
can benefit from the economies of 
volume production — providing that 
high volume can be maintained. At 
present, it appears that the industry 
has the capacity to produce more 
than twice as many appliances as are 
currently being sold. 

Distribution patterns are chang- 
ing. As these changes proceed on 
an evolutionary basis, the cost of 
moving goods from the factory to 
the ultimate consumer, along with 
the services the customer wants, is 
being reduced. 

Manufacturers’ advertising of ap- 
pliances and television receivers has 
been increased to five times the pre- 
war level. 

The sales efforts of manufacturers 
have been both expanded and im- 
proved in terms of specialization. 

Liberalized credit arrangements 
have made it much easier for the 
customer to buy and pay for these 
useful home products and services. 

While the housewife has found 
higher and higher price tags on 
nearly everything she buys in recent 
years, the prices of electric appli- 
ances have actually declined. For 
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example, the 12-inch television set 
of 1950 cost $230, while today’s 17- 
inch set, a better product all around, 
costs only $180. The eight-cubic-foot 
refrigerator of 1950 cost $330, while 
the equivalent model of today’s 12- 
cubic-foot combination refrigerator 
and freezer, with many new features, 
sells for less than $300. 


Index Up, Appliance Cost Down 

A study of the components of the 
government’s cost-of-living index re- 
veals that, while the general cost of 
living has risen 26 per cent since 
1947, the prices of major appliances* 
have actually declined 14 per cent. 
These declines in prices have taken 
place in spite of a 63 per cent in- 
crease in the cost of labor in elec- 
trical manufacturing, and a 50 per 
cent increase in the cost of key raw 
materials. The prices have declined 
in spite of the fact that today’s ap- 
pliances have many improvements 
which greatly increase their real 
value to the customer. I am making 
the understatement of the year when 
I say that no sales force in industry 
has a better value to offer the con- 
sumer than the people who sell elec- 
trical appliances. 

Thus, the appliance manufactur- 
ers have tried to meet the challenge 
of the marketplace with better 
products, larger and more efficient 
facilities, lower-cost distribution, 
sharply increased advertising and 
sales effort, liberalized credit, bar- 
gain prices, and—in the process— 
sharply reduced profits. Yet unit 
sales in 1957—a year of record lev- 
els of economic activity—were at 
levels disappointingly below 1956 or 
1955 volume. The eight-year aver- 
age growth rate of 3 per cent a year 
will not be enough to enable either 
the electrical manufacturers or the 
electric utilities to achieve their 
goals for the years ahead. 

Frankly, this is a call for rein- 
forcements. The manufacturers will 
intensify their efforts, but even 
their most strenuous efforts cannot 
be enough. Both manufacturers and 
utilities must build up their sales 
and advertising efforts in this field, 
and take whatever other imaginative 
steps are necessary, to persuade 
residential customers that there is 





*i.e., the models used in computi 
cost-of-living index. puting the 
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no better investment they could 
make than to “live better—electri- 
cally.” 


Electric utilities, whose advertis- 
ing and sales expenditures in the 
postwar years have dropped to 1.6 
per cent of gross revenues, might 
well consider the advantages of re- 
storing the pre-war expenditures of 
2.5 per cent to 3 per cent of gross 
revenues; and in many companies 
even higher percentages are justi- 
fied by the opportunities. In view of 
the rapidly increasing number of 
competing uses for the consumer’s 
dollars, such advertising and sales 
expenditures would represent a pru- 
dent management investment by an 
industry that aims to grow about 
twice as fast as the economy as a 
whole. 

I would be less than candid, how- 
ever, if I gave the impression that 
I consider undersized advertising 
budgets as the only obstacles to 
residential load growth. The most 
important single obstacle to the 
achievement of the industry’s resi- 
dential load objectives is the aggres- 
sive competition of the gas industry. 

It is obvious that the gas industry 
has developed a tremendous momen- 
tum in recent years, and the electri- 
cal industry will have to put forth 
a tremendous new sales drive to com- 
pete with it successfully. 


Choice Between Electricity, Gas 

The utilities who offer both gas and 
electric service have a special responsi- 
bility to see that their customers 
truly have a free and fair choice 
between electricity and gas. For 
example, if the utility offers special 
inducements such as free installa- 
tion or free service to its gas cus- 
tomers, the customers for electricity 
should be offered the same special 
advantages. In such fair competi- 
tion, the electrical industry has noth- 
ing to fear—particularly if it vigor- 
ously promotes its natural advan- 
tages. 

But if the electrical industry ex- 
pects to coast along at its present 
pace in advertising and sales pro- 
motion, it is to be questioned 
whether our mutual objectives in 
electrical load can be realized. Such 
goals can only be achieved by sell- 
ing the concept of all-electric living 
to the vast majority of the residen- 
tial customers. 

I have pointed out the sales chal- 
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lenge in the residential area because 
it is a critical point that needs con- 
centrated management attention, but 
a similar challenge can be found in 
the industrial, commercial, and rural 
markets. 


Extra Marketing Effort Needed 


Some may question whether it is 
appropriate to speak of increased 
expenditures for marketing, and 
continued investments in capital ir- 
provement and expansion, during 
the recessionary swings of the busi- 
ness cycle. It is my opinion that 
these are precisely the times when 
an extra marketing effort pays off 
best, and when capital improvements 
and expansion can be carried for- 
ward at the most favorable prices. 

General Electric’s “Operation Up- 
turn,” for example, is a company- 
wide effort to build sales and jobs 
not only through increased market- 
ing effort, but through the efforts of 
every employee, every supplier, 
dealer and distributor —to deliver 
better values and better service to 
our customers. Such a program now 
will not only help to stimulate the 
economy, but should help to build 
long-term momentum in electrical 
industry sales; and here I refer to 
both the load curve and the curve of 
equipment sales. Other electrical 
manufacturers are also undertaking 
sales and job building programs, and 
utilities are tying in with both the 
manufacturer efforts and the local 
community efforts to stimulate re- 
newed business activity. If these 
programs are carried through suc- 
cessfully, and the real gains are then 
consolidated and pressed forward, 
this industry will actually emerge 
from the present recession stronger 
than ever. 

It is times like the present that 
separate the truly enterprising in- 
dustries from those that simply float 
along in the national stream of eco- 
nomic activity. To reach the indus- 
try’s high goals, it is mandatory that 
both manufacturers and_ utilities 
demonstrate their spirit of enter- 
prise more aggressively at the mar- 
ketplace. 

A third critical area in which the 
future is being shaped now is in the 
halls of Congress and in the state 
legislatures, and wherever the po- 
litical climate of the future is tak- 
ing form. 
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Solving the technical, marketing, 
and other familiar business prob- 
lems of the electrical industry will 
not alone assure a bright future. Po- 
litical conditions could so restrict 
the vigor of the business enterprise 
system that the national economy 
would never reach its magnificent 
potential in 1979. The shape of 
things to come 10 and 20 years from 
now is being determined by political 
decisions on such current issues as 
these: 

Shall the government attempt to 
cure the present recession by mas- 
sive doses of inflation? Are illu- 
sory tax cuts and wasteful spend- 
ing programs really the best route 
to a sound resumption of the na- 
tional advance? 

Will the present recessionary 
swing of the business cycle be 
used as an excuse to funnel an 
even larger proportion of the na- 
tion’s economic activities through 
the central government? Is it not 
enough that one-fifth of the gross 
national product is produced for 
government, and that one-quarter 
of the income of the people is 
taken in taxes? 

Will atomic energy provide a 
second chance for those who want 
to see investor-owned electric 
utilities wither away, replaced by 
federal power plants? 

Will the present tax system, 
which penalizes success and frus- 
trates initiative, eventually man- 
age to stunt and cripple the Amer- 
ican business system? 

Will monopoly union power be 
allowed to run its selfish course 
uncontrolled, poisoning the econ- 
omy with inflation, special privi- 
lege, coercion, and restrictions on 
productivity and initiative? 


Search for the Right Answers 


The people’s representatives in 
Congress, in the capitol buildings, in 
the state legislatures, in the city 
hall and the county court house, are 
trying to come up with answers to 
these questions. Their answers are 
determined not only by their judg- 
ment as to what is the right course, 
but also by what they feel is re- 
quired to keep them in office. 

It is important that their answers 
be based on what truly represents 
the balanced best interests of all 
citizens, and not the interests of spe- 
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cial-interest blocs. Consider the po- 
litical activities of just one special- 
interest bloc, for example. 

The labor unions this year will be 
expanding both the scale and the 
variety of their political efforts 
along highly practical lines. They 
will have card files on voters and 
even bigger files on the candidates; 
they will have doorbell ringing and 
coffee hours in behalf of favored 
candidates; registration drives, fol- 
lowed by election-day telephone re- 
minders; even rides to the polls and 
baby sitters for voting housewives. 


Unions Support Big Government 


Now the people who run the unions 
have every right to try to build sup- 
port for their political views. While 
there may be raised eyebrows at 
some of their techniques of using 
union machinery to provide political 
funds and manpower, the opportu- 
nity they are embracing is generally 
within the traditional bounds of 
American political action. The reai 
issue here is whether any special- 
interest group should achieve such 
tremendous political power that it 
produces a serious imbalance in the 
nation’s political structure, so that 
the public interest is forced to bow 
before a special interest. This time 
it just happens to be those union 
officials who support a program of 
big government, big taxes, and in- 
creasing government encroachment 
on business. The future demands less 
special-interest politics and more po- 
liticking in behalf of all the people. 

The political challenge from forces 
hostile to business may outweigh 
any others in determining the po- 
litical climate of the 1960’s and the 
1970’s. It must be met by an equally 
determined, equally practical, and 
equally well mounted effort on the 
part of those who hold that the 
whole public interest will best be 
served by encouragement of busi- 
ness enterprise and individual free- 
dom, and not by the growth of big 
government. 


Consider the challenge offered by 
atomic energy, for example. Here is 
a development that will have pro- 
found effects on the future of the 
electrical industry and the national 
economy. In 1959, the Congress will 
undoubtedly rewrite the Atomic En- 
ergy Act of 1954. It is reasonable to 
assume that whatever enabling leg- 
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islation emerges will establish the 
ground rules for the development of 
atomic energy for years to come. 

This is why, in the public interest, 
it is essential that the spokesmen 
for industry agree on proper goals 
and methods for the development of 
atomic energy within the framework 
of this country’s traditional eco- 
nomic system. As you know, the in- 
dustry is now presenting many con- 
tradictory positions. 

We in General Electric are eager 
to do our share toward the develop- 
ment of a constructive long-range 
policy that is founded firmly on the 
national interest. We do not pretend 
to have a ready-made answer to the 
many questions involved, but per- 
haps it would be helpful if we could 
serve as a catalyst, to bring forth 
the best thinking of the industry on 
this important subject. 

At the suggestion of many utility 
executives, General Electric has an- 
nounced a Third Utility Executives’ 
Conference at Woodside, Calif., on 
the pattern of the Utility Confer- 
ences the company conducted in 
1950 and 1954. 

Because of the urgency of the 
atomic power issue, General Electric 
is willing to extend this conference 
for a thorough exchange of ideas on 
the nation’s atomic energy policy. 
For this portion of the conference, 
invitations would also be extended 
to the executives of the other manu- 
facturers of atomic power reactors. 
The delegates will have an opportu- 
nity to hear and discuss papers on 
the technical, economic, and politi- 
cal problems of atomic energy. It is 
hoped that an industry-wide confer- 
ence, in this setting of investor- 
owned atomic energy facilities, will 
help to develop a common vision for 
the electrical industry as it moves 
toward the atomic era. 


Effects of Atomic Energy 
Atomic energy is only one of many 
issues that have great economic and 
political significance for the busi- 
ness community and the public it 
serves. 

In the past, the businessman may 
have felt that such political matters 
were not part of his regular assign- 
ment. They are now. 

As a manager, the businessman 
must see that everyone associated 
with the business —customer, em- 

(Continued on page 232) 












Atomic Power: Today's Challenge— 
and Opportunity 


By Elmer L. Lindseth 


President. The Cleveland Electric Illuminating Co., 
and Chairman, EEI Atomic Power Committee 


An address before the Twenty-Sixth Annual Convention of the Edison Electric Institute, 


HE other week a booklet was 
LP oubishes entitled Introduction 
To Outer Space. 

Twenty years ago, a booklet with 
that title would have borne the im- 
print of a science fiction publishing 
house. But this one showed as its 
publisher “The White House, Wash- 
ington, D. C.” It carried an intro- 
duction by the President of the United 
States. 


And TV in Bangkok 


Today there are satellites on the 
edge of space; submarines powered 
and homes lighted by nuclear fission; 
computers solving problems for busi- 
ness and industry; radar in daily 
commercial use; and people watching 
television in Bangkok, Murmansk, 
and Reykjavik. 

Not one of these phenomena was 
happening 20 years ago. Yet, start- 
ling as those changes are, they are 
a mere foretaste of what will almost 
certainly happen during the next 20 
years. For the rate of change is con- 
tinuing — possibly even accelerating. 

In this onrushing current of events, 
two overriding realities stand out: 
the split world and the split atom. 
All of us in this room are especially 
affected by these two realities. 


Effects of Split World 


The split world affects us because 
the very nature of our business makes 
us more than usually concerned as 
citizens with the political, ideological, 
and international problems of the day. 

The split atom affects us not only 
because of its basic technological im- 
portance to our industry, but because 
it is one of the root causes of some 
of those international problems. The 
atom, even in its peaceful uses, has 
become an instrument of world ri- 
valry, a peg on which to hang national 
prestige. 
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There are some in this country 
who have looked at Russia’s recent 
scientific achievements — admittedly 
impressive—and have concluded that 
our country has dropped into second 
place as a technological nation. Amer- 
ica’s atomic energy program, in par- 
ticular, has been singled out for spe- 
cial criticism. 

After a look at the record, how 
justified is this criticism? 

One in a position to know who con- 
siders it totally unjustified is Dr. 
Willard F. Libby, scientific member 
of the Atomic Energy Commission. 
“America,” he stated recently, “holds 
an absolutely commanding position” 
in the world-wide field of nuclear de- 
velopment. 

That view was reinforced in a re- 
port from the so-called “Three Wise 
Men” of Euratom, the nuclear federa- 
tion of six European countries. These 
European experts, after a world-wide 
study of atomic developments, stated: 
“An impressive amount of research 
and development done both through 
the AEC and private industry has 
provided America with the most com- 


Page 184 


plete nuclear foundation in the world.” 

As of the end of 1957, the total 
number of American nuclear reactors 
was 237. That figure includes reactors 
for all purposes—electric power, pro- 
pulsion, testing, research, production 
and training; reactors either com- 
pleted, under construction, or in the 
planning stage. 


Leads the World 


ERighty-eight of those—again as at 
year-end 1957—were power reactors, 
either for propulsion or for electrical 
generation. Admiral Lewis L. Strauss, 
chairman of the AEC, has said, “This 
total of 88 power reactors represents 
a program which, to our knowledge, 
is not approached -by any other coun- 
try, either in performance or plan- 
ning.” 

In nuclear development for naval 
propulsion, America’s pre-eminent 
position is universally conceded. How- 
ever, the kind of power reactor that 
more directly concerns us —and the 
kind that seems to stand for atomic 
prestige in the minds of many— is the 
one designed to produce electricity in 
a civilian power plant. How does 
America stand in civilian power? 


From 1954 Onward 


Our industry’s progress with atomic 
power dates from 1954, when the 
Congress passed the Atomic Energy 
Act which first allowed us to build 
and own facilities for civilian devel- 
opment of nuclear power. The Act 
stated, you will remember, that, “It 
is ... declared to be the policy of the 
United States that . . . the develop- 
ment, use, and control of atomic en- 
ergy shall be directed so as to promote 
world peace, improve the general wel- 
fare, increase the standard of living, 
and strengthen free competition in 
private enterprise.” 






(1) 
(2) 
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TasLe I—Euectric Utmiry Company ParticipATION IN NucLEAR PowER DEVELOPMENT 


PLANTS IN OPERATION, May 1, 1958 





Page 185 











Electrical Estimated Cost 
Name of Participating Type of Capacity of Owner of Operator of to Utility In 
Utility Co. and Plant Reactor Plant—K we Reactor Reactor Organization Operation 
(1) Duquesne Light Co. Pressurized 60,000 (a) AEC Duquesne $23 300,000 (b) Dee., 1957 
(Shippingport) Water Light Co. 
(2) Pacific Gas & Electric Co. Boiling 5,000 General General ' 572,000 (c)  Oct., 1957 
(Vallecitos) Water Electric Co. Electric Co. 
(3) Southern California Edison Co. Sodium | 6,500 AEC Atomics 1,500,000 (c) July, 1957 
(Santa Susana) Graphite Internat’! 


(a) Initial capacity; ultimate of 100,000 Kw expected. ; ae 
(b) Includes 18.3 million for the conventional portion of the plant and the site, and $5 million toward cost of reactor. 


(c) For turbo-generator postion. 





That was less than four years ago. 
Since that date the industry has 
launched a comprehensive program 
embracing research, development, and 
construction of both prototype and 
large-scale plants, covering a wide 
range of reactor types. In this pro- 
gram, we have had the invaluable 
cooperation and participation of equip- 
ment manufacturers, other American 
industries, the Congress, and the 
Atomic Energy Commission. 

Fifteen projects producing civilian 
nuclear power have been announced. 
These embrace seven different types 
of reactors. In 12 of the 15 projects, 
involving six of the seven reactor 
types, the reactors are owned by the 
utilities concerned. 

Three of these projects are in oper- 
ation today producing power being 
utilized on investor-owned systems. 
The reactors in two of these three 
plants are owned by the AEC; the 
third, by General Electric Co. 

Another six are under construction 
or are contracted for, while the re- 
maining six are in the planning or 
development stages. 


search, development, and study proj- 
ects under way, some of which will 
no doubt lead to the construction of 
additional plants. That brings the 
total to 27 nuclear projects, in which 
123 utility companies are participat- 
ing. 

This certainly shows that America’s 
investor-owned electric utilities are 
embarked on a nuclear power program 
without counterpart anywhere in the 
world. 


$520 Million Program 


By the end of this year, the indus- 
try will have spent about $140 million 
on this program. Next year the in- 
vestment will be.increased by another 
$100 million. All told, projects cur- 
rently under way add up to more 
than $520 million, and look toward 
nuclear generating capacity of one 
and a half million kilowatts. 

These are impressive figures. How- 
ever, the real value of this country’s 
nuclear power program cannot be 
measured in dollars or in kilowatts. 
Other countries—Britain and Russia, 
for example—can also point to sub- 


put. But their programs are different 
in nature from ours. For one thing, 
they are entirely government pro- 
grams. For another, and more signi- 
ficant perhaps, they are quantity- 
oriented. That is, they are aimed at 
producing power in large amounts by 
whatever atomic method has proven 
feasible today, no matter whether 
that method offers ultimate promise 
for the future or not. 

We in America don’t need atomic 
kilowatts right now. We can produce 
all the power we can use more cheaply 
with conventional fuels, which we 
have, and which most other countries 
do not have. 

Thus our program can be quality- 
oriented, rather than quantity-ori- 
ented. And so, by concentrating on 
research and development of a variety 
of reactor types, we have built up a 
broad-based, diversified nuclear power 
program—one that will yield richer 
dividends of information, know-how, 
and experience than will a program 
dedicated to kilowatts alone. 

So much for the record. What about 
the future? 











In addition, there are 12 more re-_ stantial investment and electrical out- Our immediate goal, of course, 
Tasie II—E.ectric Utiniry Company PARTICIPATION IN NUCLEAR PoweR DEVELOPMENT 
PLANTs UNDER CONSTRUCTION OR ContTrRAcT, May 1, 1958 
y Lt Electrical Estimated Cost In 
N ame of Organization Capacity of to Utility Operation 
Name of Plant Type of Reactor Plant—Kwe Location Organization By 
(1) Commonwealth Edison Co.—Nuclear Dual Cycle Boiling 180,000 Joliet, Til. $51 ,000 ,000 1960 
Pwr. Group, Inc. (Dresden) Water 
(2) PRDC-Detroit Edison Co. Fast Breeder 100 ,000 Monroe, Mich. 67,146,000 1960 
(Enrico Fermi) 
(3) Consolidated Edison Co. of N. Y., Inc. Pressurized Water 275 ,000 Indian Point, 90 ,000 , 000 1960 
(Indian Point) Thorium-Uranium i! 
(4) Yankee Atomic Electric Co. Pressurized Water— 134 ,000 Rowe, Mass. 57 ,000 ,000 1960 
(Yankee) stainless steel clad 
fuel elements 
(5) Northern States Power Co.—Central Controlled recir- 66 ,000 Sioux Falls, 28 ,800 ,060 (a) ° 1962 
Utilities Atomic Power Associates culation boiling So. Dakota 
(Pathfinder) : water on 
(6) Pacifie Gas & Electric Co. Advanced Boiling 50,000 (b) Eureka, Calif. 20 ,000 ,000 1962 


(Humboldt Bay) 


Water 


(a) Estimated total cost of project including $6,000,000 research and development contribution by AEC. 


(b) Guaranteed. 60,000 Kw expected. 
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TaBLe IJJ—E.ectric Utiniry Company PARTICIPATION IN NUCLEAR PowER DEVELOPMENT 
PLANTS IN VARIOUS PLANNING STAGEs, May 1, 1958 
Estimated 
Electrical Cost to In 
Capacity of Utility Operation 
Name of Organization Type of Reactor Plant—Kwe Location Organization (a) By 
(1) Carolinas Virginia Nuclear Heavy Water Moder- 17 ,000 Parr Shoals, S. C. $22 ,000 ,000 1962 
Power Assoc. ated and Cooled 
(2) East Central Nuclear Group— Gas Cooled, Heavy 50,000 Florida West 34,898 ,000 1963 
Florida West Coast Nuclear Water Moderated Coast Area 
Group 
(3) General Public Utilities Corp. Water 10,000 Saxton, Pa. 8 ,000 ,000 = 
(4) New England Electric System Not yet selected 200 , 000 New England — 1964 
(5) Pacific Gas and Electric Co. Not yet selected 200 , 000 California — — 
(6) Pennsylvania Power and Light Aqueous Homogeneous 70 ,000—150 ,000 Central Eastern 62 ,500 ,000 (b) 1963 


Co., Westinghouse 


Pennsylvania 


(a) Exclusive of excess operating costs. Includes research, development and construction costs to be borne by organizations concerned. 


(b) Based on 150,000-kw reactor. Does not include excess operating costs. 





must be to make nuclear power eco- 
nomically competitive. It has already 
been established as practical and safe. 
The next step is to take it out of the 
laboratory and put it in the market- 
place. 

An excellent picture of our atomic 
energy research and development pro- 
gram is provided in the report: 
“Status and Prospects of Nuclear 
Power,” published in February by the 
Technical Appraisal Task Force on 
Nuclear Power of the EEI. To those 
of you who have not read it, I would 
like to say it is a fine review of our 
industry’s nuclear power program, 
coupled with an appraisal of future 
needs, and with emphasis on the prob- 
lem of competitive costs. For this re- 
port the industry owes a debt of grati- 
tude to the members of the Task 
Force, and especially to its non-indus- 
try members and to its chairman, 
James F. Fairman. 


The report sums up the picture this 
way: “The Task Force believes that 
it is not possible to identify the type 
of reactor which is most likely to be 
successful. The Task Force recom- 
mends further research and develop- 
ment along a variety of lines and con- 
struction of additional reactors rang- 
ing in size from experimental units 
to full-scale power producers as war- 
ranted by advances in the art.” 


There in a nutshell is our immedi- 
ate task. We must not only continue, 
but expand, our research and develop- 
ment activities over a broad front in 
order to achieve our goal of competi- 
tive nuclear power in reasonable time. 
Moreover, we must face the fact that 
bringing the cost of nuclear power 
down to a competitive level will de- 
mand very substantial expenditures 





of manpower, effort, and money from 
the industry, and a good deal of as- 
sistance, financial and otherwise, from 
the government. 

The Atomic Industrial Forum in 
January of this year foresaw 6 mil- 
lion kilowatts of nuclear power capac- 
ity in the U. S. in 1968—10 years 
hence — providing economically com- 
petitive nuclear power is achieved by 
1964. 

The McKinney Panel in January, 
1956, predicted nuclear capacity of 
from five to nine million kilowatts in 
1970. By 1975, if predictions of total 
output are reached, the proportion of 
that output generated in nuclear 
plants, they said, may be somewhere 
between 5 and 15 per cent. 


Sporn Looks to 1975 


On April 1 of this year Philip 
Sporn predicted that by 1975, five per 
cent of our total installed capacity 
may well be atomic. And since nu- 
clear plants can be expected to have 
a high load factor, that five per cent 
may be supplying as much as 71% per 
cent of the kilowatthours generated. 

Predictions as to the time of reach- 
ing specific amounts of nuclear kilo- 
watthour output are of necessity un- 
certain. But one important fact can 
be predicted without hedging or res- 
ervation: nuclear power is going to 
come, and in large amounts. Twenty 
years from now, it will definitely be 
here. And it will have significant ef- 
fects on the American electric power 
industry. Of this you may be sure. 
For never before in the history of our 
industry has a technological develop- 
ment portended such far-reaching eco- 
nomic, social, and political impacts. 

How completely are we prepared to 


meet the impacts that fully competi- 
tive nuclear power will bring? By 
“fully” competitive I mean nuclear 
power competitive with fossil fuels in 
all parts of the country, including to- 
day’s lowest fuel cost areas. 

How comprehensive are our plans 
—those of us who have spent our 
working lives in this business and to 
whom the public may rightfully look 
for guidance and leadership? How 
well have we analyzed all the impacts 
this new development will have on our 
own companies? On our industry? 
On the economic and industrial geog- 
raphy of the nation? 

Let’s examine some of these im- 
pacts. 

First of these impacts is public re- 
action. The concept of atomic power 
has caught the public imagination, 
and in so doing it has led to a great 
deal of confusion. A number of falla- 
cies have gained widespread cur- 
rency; many people today believe 
things which just aren’t so. 

One common fallacy is the belief 
that nuclear power will someday be 
as “free as the air’”—be “too cheap to 
meter.” It is amazing how many peo- 
ple fail to realize that even if nuclear 
plants could be built for nothing, even 
if nuclear fuels were free} it would 
still cost money to provide electric 
service. 

Another fallacy is the belief that 
abundant cheap nuclear power is “just 
around the corner.” We do have nu- 
clear power in America. But why 
doesn’t everyone in America have it? 
What’s the holdup? This fallacy, like 
the previous one, stems from failure 
to understand the cost story. 

There is also the fallacy that the 
government could do a better job of 


J 
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o TasBLe IV—E vecrric Utintiry Company PARTICIPATION IN NUCLEAR PowER DEVELOPMENT 
: Srupy, REs 2ARCH AND DEVELOPMENT PROJECTS 














Type of Reactor 








d Name of Organization Type of Project If Applicable Comments 
ition oe ee —— 
y (1) American Nuclear Power Study and Planning Helium-cooled, Group was formed in November 1957. 
—— Associates uranium-bismuth Composed of 1 electric utility company 
52 fueled and 4 industrial and engineering firms, it 
is conducting studies looking to develop- 
33 ment of a prototype reactor. 
(2) Atomic Power Development Study, Research, Develop- Fast Breeder Group was formed in 1954. Composed today 
Associates ment and Testing of 31 electric utility companies and 12 
: industrial and engineering firms, it is con- 
4 ducting research, development, and _test- 
? ing associated with the Enrico Fermi 
z plant (see Table II, item 2) ana studying 
53 advanced breeder concepts. 
ie (3) Atomic Power Engineering Study Not applicable This group, composed of 13 electric utility 
Group companies and 2 engineering firms, was 
ned. formed in 1955. It is conducting studies 
of the technical characteristics, operating 
— problems and suitability for application 
to powersystemsof various reactor designs. 

(4) East Central Nuclear Group Study Not applicable This group, formed in early 1957 and com- 
eti posed today of 14 electric utility com- 

i panies, has considered a variety of other 
By nuclear reactor concepts in addition to 
ear the advanced gas cooled heavy water 

F moderated reactor it is developing with 

5 In Florida West Coast Nuclear Gp. (see 

to- Table III, item 2). East Central Nuclear 

Gp. has also participated with Nuclear 

Development Corp. of America in a 

ans , feasibility study of the possibilities of 
our ; : ‘ using steam as a reactor coolant. 

(5) Minnesota Nuclear Opera- Study and Planning Not applicable This group, composed of 2 electric utility 
| to tions Group companies and 26 other business organ- 
ook izations, was formed in 1955 to evaluate 
aay and further nuclear development. of in- 
Ow terest to the state and its industry. It 
ucts recently donated a gamma _ radiation 
our & ; : : _ facility to the University of Minnesota. 
ee (6) Nuclear Power Group Study Not applicable Group was formed in 1953. Composed today 
ry! of 7 elec. utility cos. and 1 engineering 
og- firm, it is evaluating promising reactor 


types and making detailed studies of 
certain types which appear to have 
im- greatest future promise. Earlier studies 
and research with General Elec. Co. led to 
decision to undertake Dresden Proj. (see 


re- Table II, Item 1). 

wer (7) Pacific Northwest Power Study and Planning Not applicable This gp. composed of 4 elec. utility cos., was 
: Group formed in 1954 to study the feasibility of 
ion, design and const. of a nuclear pwr. re- 
‘eat actor. In early 1957 the purchase by a 
lla- member co. of a site for a future atomic 
: pwr. plant was announced. 

ur- (8) Puget Sound Utilities Council Study and Planning Not, applicable This gp., composed of 1 investor-owned and 
eve 4 state and local gov’t.-owned electric 


utilities, was formed in 1955 to determine 
the nuclear pwr. syst. or systems most 


lief practical, technically and economically, 
for future use by member utilities. 

be (9) Rocky Mt. Nuclear Power Study and Planning Not applicable This gp., composed today of 6 elec. utility 

» to Group cos. and 3 engineering and industrial 

ye0- organizations, was formed in 1954. It is 

te conducting studies of various types of 

ear nuclear reactors looking toward the 

ven undertaking of a significant nuclear re- 

ld search program. 

io (10) San Diego Gas & Elec. Co.— Research and Development Not applicable San Diego Gas & Elec. Co. is participating 

tric General Atomic Div. of in the fission power research program 

General Dynamics Corp. conducted by General Atomic Div. of 

General Dynamics Corp. The co’s. 

hat participation will include taking part in 

just : the designing of specific reactor systems. 

(11) Southwest Atomic Energy Research and Development Advanced epithermal, This gp., composed of 15 elec. utility cos., 

nu- Associates thorium-uranium was formed in 1957. It signed a contract 

why 233 fuel cycle with Atomics Int’! Div. of North American 

it? Aviation, Inc., in Jan. 1958 for a 4-yr. 

uly research and development program. 

like Studies and Research are currently 
ure underway. 

(12) Texas Atomic Energy Research and Development Not applicable This gp., formed in 1957, is composed of 11 

* Research Foundation in the field of controlled Texas elec. utility cos. It is working with 

the : thermonuclear reactions General Atomic Div. of General Dynamics 

of Corp. in a 4-yr. jointly-sponsored re- 


search program. Studies and research are 
currently underway. 
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our nuclear power program. Two 
lines of reasoning are current here 
—one international, the other domes- 
tic. 

Internationally, there is needless 
concern over our country’s prestige. 
A number of people—among them 
many long-time public power advo- 
cates—argue that only a crash pro- 
gram of large-scale government reac- 
tors can maintain our world position. 

Unsound though these claims may 
be, we as an industry cannot merely 
dismiss them. Nuclear power is more 
than a technological development; it 
is a military and political weapon in 
the cold war. As an industry, we have 
been thrust, however reluctantly, on 
the international stage. 

On the domestic front, many mis- 
guided citizens are paying heed to 
the socialized power proponents, who 
see in nuclear power a chance to fur- 
ther the nationalization of this coun- 
try’s power industry. 

Public opinion has always been im- 
portant to us. But it has never been 
as important as it is today. We need 
as never before the understanding 
and support of the public. 

The American people must have a 
complete knowledge of what we are 
doing, and what we intend to do, and 
why. And to provide them with that 
knowledge, we must be prepared to 
devote more time, more attention, and 
more money than ever before. 

A second major impact of fully 
competitive nuclear power will be the 
impact on our industry of the ulti- 
mate elimination of fuel-cost differ- 
entials between areas of the country. 

As the cost of nuclear power is pro- 
gressively reduced, it will become 
competitive first in high fuel-cost 
areas. Eventually, although it may 
be a number of years later, it will be 
competitive everywhere. 

This single fact is, of course, going 
to cause a major shift in the economic 
and industrial geography of the 
United States. 

Today, such industries as_ basic 
metals, alloys, and electrochemicals 
favor locations where they can most 
cheaply obtain the large amounts of 
power they use. But with fully com- 
petitive nuclear power, they will be no 
longer restricted to the low fuel-cost 
areas of today. Determining factors 
in their location will be chiefly mar- 
kets, raw materials, labor force, and 
available sites. 

Obviously, this is going to provide 
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hitherto unknown opportunities to a 
lot of power companies in their area 
development programs. Formerly 
fuel-poor areas will have new advan- 
tages for industrial prospects. Con- 
versely, fuel-rich areas that have 
hitherto had advantages built on 
lower generating costs are going to 
have nation-wide competition. 


One Company’s Problems... 


Two aspects of the situation ap- 
pear. What are problems for some 
companies are opportunities for many 
others. I can’t pretend to have an- 
swers to these problems or formulas 
by which to capitalize on new oppor- 
tunities. But I believe it is none too 
soon to examine just where those 
problems and opportunities will lie, 
and what our solutions may be. 

A third important impact of com- 
petitive nuclear power will be on our 
own power system engineering and 
economics. 

The new order of things will im- 
portantly affect the choice of locations 
for our own power plants too. Such 
factors as fuel supply, delivery, and 
atmospheric pollution problems will 
cease to be the determinants. The 
controlling factors will be sites, prox- 
imity to load, and availability of con- 
densing water. 

These nuclear power plants, with 
no attendant air pollution problems, 
fuel delivery problems, or coal piles, 
will have a higher degree of accep- 
tance by the public in large urban 
areas. 

It also seems likely now that gen- 
erally competitive nuclear power may 
first be achieved by atomic generat- 
ing units or plants much larger than 
our largest current conventional ones, 
possibly by a factor of two or three 
or more. To be sure, the trend in size 
of both units and plants, however 
fueled, is already constantly upward. 
But conceivably, supersized nuclear 
plants may come into being before 
their capacity can be justified or ab- 
sorbed on individual power systems. 

The answer might well be multi- 
company power pools or transmission 
networks, probably at ultra high volt- 
age, say 500 to 600 kv. Certainly 345 
kv will be required. These networks 
will raise associated problems having 
to do with interchange arrangements, 
joint ownership of facilities, standby 
capacity, operating and power dis- 
patching, pooled reserves, transmis- 
sion rights-of-way, ultra-high-capac- 
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ity switching and transformation fa- 
cilities, and so forth. It is high time 
that we vastly raise our sights in 
these areas. 

The fourth major impact on our in- 
dustry will be in the area of financ- 
ing. 

Nuclear plants will require higher 
investment ratios per unit output 
than today’s fossil-fueled plants. The 
early ones, because they will be rela- 
tively new and untried, may be 
shorter-lived than today’s. 

Likelihood of early obsolescence will 
require more adequate depreciation 
charges. Research and development 
will continue to absorb much more 
money than is the case today with 
conventional power, and this money 
must be recovered. Because the ratio 
of fixed costs to operating costs will 
be higher, capital structures may be 
altered. 

The problem of economic deprecia- 
tion will be intensified. Special de- 
preciation incentives may be _ re- 
quired. Greater capital investment 
will require higher demand charges in 
our rate structures; more ratchets; 
minimum demand guarantees, espe- 
cially for large cyclical industrial 
loads; and possibly even a return to 
the kilowatt-year concept. 

For these reasons,and many others, 
our earnings position will have to be 
improved, and the form and level of 
our rate structures will have to be 
very closely scrutinized and adjusted. 

Our rate of return as an industry 
I believe is too low, not only for to- 
day, but more so for what lies ahead. 
The financial well-being of our indus- 
try needs continuing study and plan- 
ning. 

Fifth and last on my list of impacts 
is the impact on our manpower needs. 

Too long, our industry has been 
short of manpower adequate for our 
rate of growth. The coming of com- 
petitive nuclear power is going to in- 
tensify that situation too. 

For our business is going to be- 
come more and more complex in every 
phase of our operations. I have noted 
only a few of the broad problem areas. 
But these are enough, in themselves, 
to indicate the new dimensions of the 
executive of the future in our busi- 
ness. 


And there will be manifold lesser 
problems as well. We’ll have to ad- 
just to new conditions—and probably 
more worrisome conditions —in the 
regulatory and legislative fields and 
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their effects on both operation and 
construction. All aspects of our busi- 
ness will be affected — managerial, 
technical, financial, legal, personnel, 
public relations, and so on. 

The time is none too soon to start 
recruiting and developing the men 
who will cope with the increasingly 
complex problems in all these areas. 

In no way do I mean to paint a dis- 
couraging picture. If I have concen- 
trated on the problem areas, that’s 
only because problems are more eas- 
ily solved when they are recognized 
and dealt with in plenty of time. And 
there are problems we must face now. 

But our opportunities, of course, 
far outweigh our problems. This vast 
new source of energy bids well to set 
aside the single limit which hereto- 
fore has faced our industry in an 
otherwise limitless future. Limita- 
tions on our foreseeable fuel resources 
have now vanished. 

What can we as an industry do 
about these challenges and these op- 
portunities? Now? Today? Tomor- 
row? A great deal, I think. 

First and foremost, we must con- 
tinue to expand our research develop- 
ment efforts and our construction 
programs, so that we may in reason- 
able time achieve our goal—which is 
America’s goal—of competitive nu- 
clear power. This will take a great 
deal of time, effort, and money. But 
with a proper attitude on the part of 
government, and proper assistance— 
financial, technical, and otherwise— 
our industry can certainly do the job. 

Second, we need broader and better 
public information programs at both 
our company and industry levels. The 
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American public, by and large, is still 
quite uninformed about the electric 
power industry. We have to kindle 
their interest by pointing out how 
they are directly concerned. Then we 
must see that they get the full facts 
about what we are doing, what we 
plan to do, and why. 

Third, it’s none too early to adjust 
our thinking and planning to the com- 
ing transformation of the industrial 
map of America. This transformation 
will have vastly different effects on 
different companies. But one way or 
another, it will affect us all. 

Fourth, let’s plan more intensively 
for the impact nuclear energy will 
have on power system engineering 
and economics. Units and plants are 
going to mushroom in size; power is 
going to be generated and transmitted 
in unprecedented quantities. We can 
be thinking about how we can use 
these inevitable developments to the 
best advantage of our companies, our 
customers, and our service areas. 
These developments can justify corpo- 
rate mergers, joint ventures, pooled 
operations, and a host of other cor- 
porate arrangements which are all 
too uncommon today. 

Fifth, it behooves us to do more 
thinking and planning in the area of 
our financial well-being. This will de- 
mand increased consideration of such 
factors as the higher ratio of fixed to 
operating costs; economic deprecia- 
tion; form and level of rates; and 
adequacy of earnings. 

Sixth, let’s not forget, in our pre- 
occupation with major problem areas, 
that there are going to be manifold 
lesser problems as our business con- 


Page 189 


tinues on the road toward increasing 
complexity. They are going to crop 
up in every area of operations, and 
the time is none too soon to start re- 
cruiting and developing the men who 
will cope with them. Our industry 
has too long been short of adequate 
manpower for our rate of growth. 
And it is the recruits of today who 
are solvers of tomorrow’s problems. 

Seventh and last, let’s remember, 
whatever else we do, that the threat 
of socialized power is not only still 
with us, but is going to stay with us. 
We must meet it with every resource 
we can muster, remembering always 
that our strongest ally is an inter- 
ested and informed public opinion. 

Implicit in all our planning, of 
course, must be the realization that 
we cannot foresee the future. We 
can make informed estimates, fore- 
casts, and predictions. But we cannot 
know for sure. As I suggested, much 
that is commonplace today could not 
have been foreseen 20 years ago. 

So 20 years from now, it may be 
that we will look back on these re- 
marks and murmur something like: 
“How could we have been so far afield 
in foreseeing what was to happen?” 

But today, our direction seems 
pretty clear for years ahead. The 
coming of economically competitive 
nuclear power is as certain as any- 
thing well can be. And I hope that in 
20 years’ time those of us who are 
still around will look at the changed 
face of America, and at the state of 
our own industry, and be sincerely 
thankful that we recognized, and 
tackled, the opportunities and chal- 
lenges of 1958. 

















TaBLeE V—EstTIMATE OF EXPENDITURES BY ELEcTRIC UtTiILtiry COMPANIES 
FOR NUCLEAR PowER DEVELOPMENT (a) 

1955 and 

Earlier 1956 1957 1958 1959 
Expenditures for Plants (b) $11,200 ,000 $25 , 100 ,000 $34 ,900 ,000 $52 , 700 ,000 $92 ,600 ,000 
Other Expenditures (c) 2,800 ,000 2,000 ,000 4,300,000 6,400 ,000 10 ,000 ,000 (d) 
Total by Years 14,000 ,000 27 , 100,000 39 , 200 ,000 59, 100 ,000 102 ,600 ,000 
Cumulative 14,000,000 41,100,000 80 ,300 ,000 139 , 400 ,000 242 ,000 ,000 


(a) Based on replies to inquiries to member companies of the Edison Electric Institute. Practically all electric utility companies known 
to be participating in one or more phases of nuclear power development supplied information. 

(b) Estimate of expenditures by electric utility organizations for following plants in operation, under construction or under contract, 
including accompanying research and development work, but exclusive of any excess operating costs. 


Dresden 


Santa Susana 


Enrico Fermi Shippingport 
Indian Point Vallecitos 
Pathfinder Yankee 


Figures for 1958 and 1959 do not include an estimate of expenditures for the recently announced Pacific Gas and Electric Co. Hum- 


boldt project. 


(c) Includes expenditures by individual companies and groups of companies for nuclear power study, research, and development. These 
figures do not include expenditures associated with any of the eight projects listed in (b) above. 


(dq) Approximated. 
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N a period that seems to be either 

a recession or a depression, de- 

pending upon who is speaking, it 
may seem strange that a talk on capi- 
tal requirements of the utility indus- 
try should stress the inflationary 
potential. But if I may be allowed to 
define my terms and develop my rea- 
sons, perhaps you will join in the 
conclusion that present circumstances 
are not likely to persist. 


Erosion Over Last Two Decades 


Over the next seven to 10 years, or 
roughly up to 1965, the period which 
I should like to consider, I have no 
serious worry of inflation in the sense 
that our currency would become value- 
less or that the printing press would 
be turned on full steam. I am think- 
ing rather of the persistent and steady 
erosion of the purchasing power of 
our dollar over the last two decades— 
a trend which is continuing even now 
at a time when our economy is softer 
than many would like. It is even pos- 
sible that a further decline in the 
value of the dollar might be accentu- 
ated because of that very softness. 
Certainly, many of the panicky mea- 
sures advocated early in 1958, some of 
which have been adopted in less 
violent form, could hardly avoid pro- 
ducing inflationary pressures at a 
later date. 


Review of Dollar Power 


It may be pertinent to review brief- 
ly what has actually happened to the 
buying power of our dollar. We know, 
of course, that it has been cut roughly 
in half since 1939. Inasmuch as the 
early part of the period included 
World War II, it is probably more use- 
ful for our purposes to think of 
changes over the past decade. 

With the steady rise in the consum- 
ers’ price index, the 1947-49 dollar in 
the past spring was worth about 81 
cents. I might add that your own in- 
dustry’s record in holding price gains 
below the average has resulted in 
about 5 cents more power in the dollar 
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spent for electricity. Based upon the 
all-inclusive wholesale price index, the 
over-all businessman’s dollar has about 
84 cents in purchasing power com- 
pared with 1947. But that is highly 
deceptive, as this figure would be but 
65 cents in the field of metals and 
metal products, where prices have 
risen most. And a rough calculation 
would suggest that this figure is about 
in line for many of the large and cost- 
ly items which you must purchase for 
your plant expansion programs. 

History shows that every major 
war has been followed by several 
years of vigorous and sometimes 
frantic replenishing of the goods that 
people and business need and want. 
This has usually been followed by a 
period of substantially reduced activ- 
ity while the economy gets its breath. 

Thus, since 1947, except for short 
interruptions in 1948-49 and again in 
1953-54, we enjoyed on almost every 
front a boom which took us to new 
economic heights in the third quarter 
of 1957. All elements of the economy, 
particularly organized labor which 
was able to get steady increases in 
wages running at times beyond gains 
in productivity, thoroughly enjoyed 
the experience. 

Since last summer we have been in 
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a period of recession. Despite a steady 
and marked decrease in production, 
employment, and—to a lesser extent— 
income, prices and wage rates have 
continued to show advancing tenden- 
cies. Thus many perceptive observers 
have wisely concluded that the infla- 
tionary threat was only dormant. 


Against Natural Laws 


Anti-recession actions and sugges- 
tions, in Congress and out, would 
seem to indicate that a substantial 
number of persons—perhaps a major- 
ity—are unwilling to allow natural 
laws to work. Most people fear any 
deflation. Although they may say they 
want lower prices, they appear to pre- 
fer mild inflation when the chips are 
down. If the government is to inter- 
fere at the first signs of dip, as so 
many have advocated, a drift toward 
a controlled economy seems quite 
possible. 

And it is small wonder that the 
mythical man in the street should be 
confused. In the same day’s press one 
has been able to read that several 
eminent and respected economists feel 
the threat of inflation is much less to 
be feared than a slow-down in busi- 
ness or a rise in unemployment be- 
yond minimum levels, while other 
equally respected economists tell us 
that creeping inflation is more of a 
threat to our way of life than even 
the Russian menace. Both groups, by 
inference, suggest that we may expect 
inflation, but one advocates it. There- 
fore, I prefer to be on the safe side 
by anticipating that inflation seems 
likely to be a continuing process even 
though at varying rates, rather than 
to find suddenly that it must be faced. 


Reason for Inflation 


Perhaps we can bring into some- 
what sharper focus the reasons behind 
the probability of further inflation. 
One of the primary points would cer- 
tainly be that, unlike previous periods 
following a major war, we have been 
—and for a long time ahead will be— 
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engaged in a defense effort, whose 
impact upon our economy is fully as 
significant as in previous full-fledged 
wars. 

There are many who feel that Rus- 
sia is unlikely to strike unless she 
has clear-cut superiority to guarantee 
quick success, or unless internal con- 
ditions in that country deteriorate to 
the point where the present ruling 
clique could only hope to maintain its 
power by a desperate bid to divert 
energy and attention to an external 
foe. 


Defense Cost May Rise 


In order to be sure that the first of 
these eventualities does not arise, the 
magnitude of our defense efforts may 
well increase in cost still further as 
the complexity and sophistication of 
our weapons systems require larger 
and larger expenditures for hardware 
and for research and development. 
That there may be a lessening of ten- 
sion and a corresponding reduction in 
expenditures solely for defense, is the 
fervent hope of all, but the most real- 
istic assumption is that such a time is 
not near at hand nor likely to develop 
during the period we are considering. 

In addition to the defense require- 
ments in this uncertain world, there 
is another aspect of the situation like- 
ly to prove costly in one way or an- 
other. Whether or not you choose to 
accept the rather generally expressed 
idea that Russia’s growth rate is twice 
as rapid as our own, there is an added 
economic and subversive threat from 
her new and growing capabilities in 
production and trade that we cannot 
afford to disregard. 

Our recession has been used against 
us with great propaganda advantage, 
so that we must strive to hold it to a 
minimum. With a monolithic, totali- 
tarian regime, the Soviet Union is in 
a position in world markets to with- 
hold supplies of goods, to engage in 
dumping, to cut prices indiscriminate- 
ly, to make loans at low rates, or to 
indulge in other forms of economic 
warfare of their choosing. Such tac- 
tics could easily be costly to the 
United States in military or economic 
aid, development funds, or in othe? 
ways likely to add still further to the 
costs of government and the conse- 
quent inflationary pressures. 

Added to this new and weighty in- 
fluence of the costly “cold war,” we 
find an expanded role of government 
in numerous other directions. Under 
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the Employment Act of 1946, the 
Federal government has assumed en- 
larged responsibilities for the promo- 
tion of “maximum employment, pro- 
duction, and purchasing power.” To 
the extent that government interprets 
this commitment as a mandate to pro- 
vide “overfull’’ employment, it may be 
unable to resist the pressures to take 
steps which will have the effect of 
validating excessive wage demands. 
Where these tend frequently to outrun 
improvements in productivity, this 
would encourage rising rather than 
stable prices. 

In the areas of broader responsibil- 
ity to people, such as housing, social 
security, education, and others, the 
trend seems to be toward more and 
more direct Federal programs or 
grants-in-aid to the states. The net 
result seems likely to be ever higher 
Federal spending. As you know, the 
latest estimates for fiscal 1959 suggest 
the possibility of a deficit of some $8 
billion, without any allowance for tax 
reduction or added emergency ex- 
penditures during the year ahead. 
Thus, Federal taxes will most likely 
continue extremely burdensome, and 
tax revision or reform—which might 
bring about more equitable distribu- 
tion—may be postponed. 

Of equal or even greater importance 
to you, I am sure, is the trend at state 
and local levels of government where 
a similar philosophy of “doing good” 
has fanned out widely and expensively. 


Government Spending Soars 


According to a recent study by the 
Tax Foundation, there has been more 
than a threefold increase since World 
War II in both state and local govern- 
ment expenditures, and in state and 
local debt. The amount of increase in 
state and local spending from 1946 to 
1956 was almost as great as the in- 
crease in Federal expenditures from 
their post-World War II low to the 
current level. Expenditures of state 
and local governments are likely to 
rise more rapidly than the total na- 
tional output, using even the most 
conservative assumptions about future 
demands for services. The pressures 
on the states and localities for new 
taxes and additional revenues will 
almost certainly mount in the years 
ahead. 

With all levels of government in- 
creasing their spending, there is 
bound to be competition for sources of 
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revenue. One would also be justified 
in assuming that borrowing would be 
extensively used, and this would clear- 
ly have inflationary implications. 

A third point which I am sure is 
highly disturbing to all of us in busi- 
ness is the unfortunate effects of the 
monopoly power of the labor unions. 
Its results are perhaps best exempli- 
fied by the steady increase in wage 
rates over a period of several decades 
through threats to halt production in 
key industries. Since this has not 
been accompanied by commensurate 
gains in productivity, particularly in 
recent years, unit labor costs have 
tended to rise disproportionately. 
Here we find the basis for a new 
rigidity in costs which has boosted 
break-even points and produced a 
troublesome “stickiness” in prices, 
while also seriously eroding profit 
margins. 


Chamberlin’s Study 


A recent study by Edward H. 
Chamberlin entitled “The Economic 
Analysis of Labor Union Power,” 
published by American Enterprise 
Association, advances “abundant evi- 
dence that unions today do have too 
much economic power.” Where this is 
true, the author concludes that the 
public interest requires that steps be 
taken to reduce it. I would agree with 
him “that unions, like business corpo- 
rations, are ‘here to stay.’ But also, 
like business corporations, they can be 
subjected to social control.” 

This necessity will continue to be a 
pressing problem until we can arrive 
at some equitable solution, and I sus- 
pect will provide some pressure to- 
ward inflation over the period under 
consideration. While this does not ex- 
haust the reasons that might be ad- 
vanced for the inflationary potential 
in the years ahead, certainly the heavy 
defense spending, rising non-defense 
expenditures in view of the expanded 
role of governments, and the monop- 
oly power of labor unions, provide 
three major road blocks. Thus, I come 
to the conclusion that even though we 
may continue to have periods of re- 
cession of varying intensity, the only 
safe basis for planning for long-term 
capital needs is to recognize the like- 
lihood of further decline in the value 
of the dollar. 

You may well ask whether govern- 
ment cannot satisfactorily control this 
process through the manipulations of 
monetary and fiscal policy. Experience 
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of the past year suggests the difficulty, 
if not impossibility, of coping ade- 
quately with “wage-push” inflation 
through monetary policy alone. 

The Federal Reserve has dealt cour- 
ageously and forthrightly with the 
problem and gained much useful ex- 
perience in the power of its various 
tools for influencing the supply and 
cost of credit. It deserves cur under- 
standing and approval. But apparently 
we must risk some slackening of busi- 
ness and unemployment to accomplish 
necessary readjustments via _ this 
route. Politics being what it is, this is 
highly unpopular, for an economy al- 
ways operating in an expanding boom 
is widely regarded as desirable and 
essential. 

A realistic attitude tells us that this 
is not possible, but political competi- 
tion belies this answer. Monetary pol- 
icy seems destined at best to keep our 
inflation within narrower limits than 
would otherwise develop if purely 
political considerations were allowed 
to prevail. While it might seem a 
worthwhile accomplishment to hold 
our inflation to a “creep,” this could 
turn out to be a seductive and delud- 
ing pace. 

If the trend takes the direction 
which I suggest, what might this 
mean to the economic growth of the 
nation, upon which, in turn, the con- 
tinued growth of your industry is to 
a considerable extent dependent? 
Even recognizing the hazards of long- 
range projections, they must, of neces- 
sity, be a key element in investment 
planning of business as well as policy 
decisions by government in many 
areas. Perhaps at present, when the 
economy is in a recessive phase, this 
may seem to you to add to the hazards 
of projecting its growth. I would sug- 
gest, however, that over the period to 
1965, benefiting from a rising trend 
of productivity similar to that in our 
past history—21% per cent per annum 
compounded—we might expect to 
build up to a potential gross national 
product of close to $550 billion in 1957 
dollars. 


Key to Goal 


The key to our achievement of such 
a goal would be based: first, upon our 
ability to work our way through the 
present readjustment period without 
dropping into a depression; and, sec- 
ond, upon the avoidance of inflation. 
I am more sanguine about our ability 
to accomplish the former than the 
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latter, as I have already made clear. 
The pathway to such a medium-term 
goal could, of course, be considerably 
roughened by the presence of inter- 
mittent inflationary pressures. 

At times progress might be speeded 
up as it seemed that prices were likely 
to rise and, therefore, anticipation of 
expenditures would be advantageous. 
At other times, when it might appear 
that some slackening in prices was in 
the offing, there might be a tendency 
to slow down expansion. This environ- 
ment, even though it should demon- 
strate that the broad long-range trend 
was inflationary, would increase the 
problems and complexities of business 
operation to a considerable degree. 


The Price of Inflation 


If we may now carry over this gen- 
eral line of thinking into the area of 
capital requirements, it would seem to 
me possible that these might be both 
enlarged and made more costly by con- 
tinued inflation. At this point you will 
perhaps say that the private utility 
industry has amply demonstrated its 
ability to finance an astounding in- 
crease in capacity both during and 
after World War II, and therefore no 
new problem is being faced. We can 
certainly hope that this is true but the 
probabilities seem to point to a very 
long line of applicants in the capital 
markets in the years ahead. 

The needs of your industry are so 
great that you cannot afford to be 
very far behind top rank in the pref- 
erence of investors, however well you 
have fared thus far. Changes in in- 
vestment preferences do take place, 
and are not quickly reversed. We have 
already had occasion to note that all 
levels of government are likely to be 
substantial borrowers over the period 
about which we are concerned. Other 
places in the line will certainly be 
taken by many types of business as 
well as by utilities. 

One projection of capital spending 
for 1965, prepared by McGraw-Hill, 
shows a level well in excess of $40 bil- 
lion measured in 1957 dollars. The 
larger economy will be utilizing more 
steel, aluminum, chemicals, synthetic 
fibers, plastics, and numerous other 
items than ever before. Research and 
development expenditures by industry 
are estimated to have exceeded $7 bil- 
lion in 1957, nearly double the 1953 
level. To this might be added govern- 
ment, university, and foundation ex- 
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penditures on research of $3 billion 
last year. Under favorable conditions, 
total research and development spend- 
ing might well climb to $15 billion in 
the early 1960’s, providing the basis 
for the new products and processes of 
a healthy, growing economy and a 
commensurate demand for fixed cap- 
ital to bring these programs to reali- 
zation. The users of capital funds are 
likely to prove numerous and demand- 
ing, with a reasonable chance that re- 
quirements will exceed supply. 

More specifically, what is the prob- 
able magnitude of the utility indus- 
try’s problem? Perhaps a fair esti- 
mate of the total new construction 
needs of the investor-owned utilities 
for the eight-year period 1958 to 1965 
inclusive, and assuming installed gen- 
erating capacity at the terminal year 
of 160 million kilowatts, would be $40 
billion. This would work out to an 
average annual value for plant expan- 
sion more than double that of the peri- 
od 1948-1957. It would likewise be 
about $5 billion more than the total 
estimated electric utility plant account 
at the end of 1957. 

If we may assume that the industry 
will generate internally about the 
same percentage of its total cash re- 
quirements for construction as it has 
in the past decade; then the investor- 
owned companies would have to go to 
the financial markets for roughly $25 
billion. In any one year the range 
would probably be from $214 to $414 
billion. Further, if the ratio of long- 
term debt to total capital raised dur- 
ing the 1946-1956 period were to pre- 
vail in the years ahead to 1965, the 
long-term debt requirements alone 
might equal more than $16 billion. 
This would be close to the total capital 


raised from all sources in the past 
12 years. 


The Other Industries 


While such needs on the part of the 
electric utilities will rank them high 
on the list of expanding industries, 
where they have indeed been during 
much of the post-World War IT period, 
substantial financial requirements in 
most of our basic industries must also 
be reckoned with. These will need to 
be added to the growing requirements 
of government. And we must not over- 
look individual demands for mortgage 
money and for various forms of per- 
sonal credit, which are almost certain 
to be heavy in the early 1960’s, if we 
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achieve our projected growth in popu- 
lation, labor force, and output. To 
meet such capital requirements, huge 
savings will be required, and savings 
under inflationary conditions are quite 
likely to develop an ugly and trouble- 
some gap between supply and demand, 
as was the case during much of the 
1955-57 boom period. Clearly, difficult 
financing problems for those seeking 
capital seem certain in the years 
ahead, once we resume our economic 
growth. 

And what of interest rates? This 
is indeed a difficult area to forecast, 
as you are all aware. One cannot be 
very specific. But we may note that 
interest rates and bond yields have 
shown an irregular advance over the 
years since World War II. There have 
been several surges which have shown 
successively higher starting and end- 
ing points. If this pattern is to con- 
tinue, one could argue quite convinc- 
ingly that the next advance might well 
set another new record, especially 
since recent peaks are by no means 
historically high if one looks back 
prior to the early 1930’s. Perhaps the 
combination of latent inflationary 
pressures and the potentially strong 
demand which we have suggested 
combine to make this a reasonable 
“guesstimate,” particularly if we can 
assume that the Federal Reserve will 
retain reasonable latitude in its use of 
credit policy. 


Course of Action 


If, at this point, we may assume 
that management is willing to accept 
as a working hypothesis the prospect 
of further inflation, a broad, sus- 
tained demand for capital, and pos- 
sibly a rising trend in the cost of 
money, what course of action does 
this suggest? My answer is the rais- 
ing of capital early enough to at least 
temper some of the stresses which 
may be expected to make themselves 
felt. 


I am well aware of the thesis that 
in periods of inflation, whether mild 
or active, it is desirable to have debt, 
in the expectation of paying off later 
in cheaper dollars. I am equally well 
aware of the beneficial effect upon per 
share earnings if debt rather than 
equity is increased. But make no mis- 
take—lenders are and will be equally 
well aware of these facts. They will 
be less than anxious to freeze their 
dollars in any situation should there 
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be any doubts about that industry 
maintaining strength while meeting 
steadily increasing needs. This seems 
particularly important in your indus- 
try where you must be amply prepared 
to serve the public demand. 

It is certainly pertinent at this 
point to recognize the splendid record 
of the private utility firms. Despite 
the raising of $15 billion from 1946 to 
1956, the ratio of debt in the capital 
structure was actually reduced by one 
percentage point to 50% per cent. 
Preferred stock was relatively less 
widely used at the end of the period, 
while common stock and surplus com- 
bined accounted for over 37 per cent 
of capital structure in 1956 compared 
with 3114 per cent in 1946. 

It would seem desirable that such 
steady strengthening of the capital 
base should be fostered at every op- 
portunity in order to provide the 
soundest possible foundation for the 
most desirable debt structure. If, on 
the other hand, a policy of minimum 
equity were to be followed, it is not 
difficult to imagine a condition evolv- 
ing where some utilities, not widely 
considered by the investing public to 
be in the inflation-hedge category, 
might be able to put their capital 
structure in position to satisfy a 
prospective lender only at an excessive 
cost. Conditions affecting investors’ 
psychology can change with great 
speed, as events of the past six or 
eight months have demonstrated. It 
may then become a slow and difficult 
task to restore the climate most con- 
ducive to meeting the continuing 
needs of a business which just won’t 
stop growing. 

In your industry, with its record 
of successful planning for growth, it 
is perhaps presumptuous of me to 
suggest that improved methods could 
be developed. I raise a question, how- 
ever, whether it might be possible to 
work toward providing a little more 
than the normal added capacity in 
periods when capital supply seems 
likely to be relatively easier or cheap- 
er and, perhaps, slow down a bit when 
the reverse were true. Such a course 
would be desirable only if manage- 
ment were persuaded that business 
cycles are not entirely a thing of the 
past, and recent experience would 
seem to validate this assumption. And, 
too, this would represent merely a 
deviation from the long-term trend 
accepted as any particular company’s 
requirement and plan. With skill and 
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courage—and a bit of luck—such a 
procedure might remove some of the 
most extreme pressures of raising 
capital. 

In your industry—even as in bank- 
ing—adequate capital is essential to 
our freedom and flexibility. Too little 
capital to meet the needs and wishes 
of the public, both customers and in- 
vestors, will invite unthinking criti- 
cism. And a ready, willing, but not 
necessarily able bureaucracy can be 
expected to step in and take over in 
any such eventuality. If the question 
of private versus public power is to be 
clearly resolved in your favor, as we 
hope it will be, then the independence 
which stems from a strong, adequate 
capital structure must be high on your 
priority list. 

In an inflationary situation such 
as we seem destined to live with over 
the years ahead, it is clear that the 
provision of capital requirements of 
industry will be a continuing chal- 
lenge, calling for all the financial 
acumen of management. [In this proc- 
ess, the commercial banks will be 
ready to do their part, working closely 
with your industry as they have in 
the past. We have both profited by 
the relationship which has allowed 
many of your companies to borrow as 
you spent, awaiting what seemed to 
be an auspicious time to sell securi- 
ties. This is the kind of arrangement 
which should continue to be valuable 
in the future which we have dimly 
portrayed. 


A Matter of Leadership 


It is equally apparent that such an 
inflationary environment calls for the 
most enlightened and intelligent top 
management leadership which we in 
business and industry are capable of 
providing to our companies, our com- 
munities and our citizens. To the im- 
plementation of this leadership, your 
industry, with so many customers and 
stockholders throughout the land, is 
in a unique position to contribute—to 
help in slowing or reversing the in- 
flationary trend whose outcome would 
be ruinous if it proceeds too far. The 
alternative could eventually be bigger 
government and more controls over 
business enterprise—including both 
management and labor. This is an 
alternative with which you are not 
unfamiliar and one which we must 
seek to avoid at all costs if we are to 
achieve the promise which our future 
holds. 
































































A Three-Legged Stool Supports Free 
Enterprise in the Utility Industry 


By Hon. Alan S. Boyd 


Chairman of the Florida Railroad and Public Utilities Commission 


An address before the Twenty-Sixth Annual Convention of the Edison Electric Institute, 


LL of you engaged in the genera- 
tion and distribution of elec- 
trical energy are constantly ex- 

posed to the ministrations of regu- 
latory agencies. Whether this is a 
blessing or curse is a question that 
must be often debated among your- 
selves. It is not my purpose to reach 
any conclusions in that field. 

While I should like to think that 
my views are representative in the 
regulatory field, I can only speak for 
myself. It will be up to you to decide 
whether these views are atypical or 
rather those of typical state regula- 
tory personnel. 

“A Three Legged Stool Supports 
Free Enterprise in the Utility Indus- 
try.” This is my thesis. The three 
legs are, of course, investor, consumer 
and the regulatory agency. That most 
important function—management— 
is to be considered as the alter ego of 
the investor. I shall try to define the 
relationships, discuss some of the 
problems created thereby and hope- 
fully offer some thoughts for the 
future. 


‘Nervous System of Civilization’ 


Electricity and its transmission 
and distribution lines have been ac- 
curately described as “the nervous 
system of modern civilization.” At 
present, according to figures fur- 
nished by the Institute, approximate- 
ly 75 per cent of this nervous system 
in the United States is investor- 
owned or within the realm of free 
enterprise. Our concern is and should 
be what the future holds. What will 
this percentage be 25 or 30 years 
hence? The advent of nuclear energy 
and the manner in which it is de- 
veloped may have a considerable bear- 
ing on this figure. 

Now let us return to the three 
legged stool, which I am reminded is 
characteristic of a milkmaid’s stool. 
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But, I’m sure that none of us have the 
desire to “milk” anybody. 


Investor’s Interest 

The investor is most assuredly in- 
terested in free enterprise in the util- 
ity industry for reasons that are ob- 
vious. The consumer provides the 
main support to the free enterprise, 
willy-nilly, and his support of the 
industry in the field of free enter- 
prise as opposed to public ownership 
of power may be unknowing, but 
more properly this support will de- 
pend on the manner in which the 
industry has educated the consumer 
to the advantages to be derived from 
private ownership. 

Some serious consideration must be 
given to the desires as well as the 
needs of the consuming public. They 
pay the bills and provide the cash to 
make this whole vast enterprise pos- 
sible. It is not enough to state that 
what the public wants is more elec- 
tricity at less expense. The consumer 
should be well educated by you. The 
consumer should know, for example, 
what is a demand rate, the theory of 
interruptible power sales, how a fuel 
adjustment clause operates and what 
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the average cost is of installing elec- 
trical service at a residence or busi- 
ness location. 

Another important item is inform- 
ing the consumer the approximate 
added cost where major new appli- 
ances are purchased. This is a tough 
problem since the utilities operate or 
control only a fraction of the appli- 
ance sales. But it is an area where a 
lot of ill will has been developed. You 
must keep constantly before you the 
fact that electric utilities are suspect 
as the result of excesses of an earlier 
generation. Matters not understood 
or facts misrepresented to members 
of the consuming public create addi- 
tional burdens for the utility and for 
the regulatory agency. 

Regulatory agencies such as ours 
in Florida are committed to the sup- 
port of privately-owned electrical 
utilities by the fact that we regulate 
no other type and by the further fact 
that we are required by law to pro- 
vide rates that will permit a “fair 
and reasonable” return to the owners 
of the utility. It is understood that 
some regulatory agencies may also 
have jurisdiction over some aspects 
of publicly-owned utilities and there 
may be other exceptions which are 
not in major conflict with my thesis. 


Chairman’s Philosophy 


My philosophy requires me to sup- 
port private ownership of electrical 
utilities under sound regulation. 
Sound regulation does not encompass 
usurpation of management policies by 
the regulatory agency. But, due to 
the fact that the generation and dis- 
tribution of electricity is a monopoly 
in fact and in name, there should be 
some rules of operation established 
and enforced. 

The investor ‘in the electric indus- 
try is someone I visualize as desiring 
continued growth with stable or 
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preferably increasing earnings de- 
pendent upon the existing economic 
situation. Such earnings require 
sound management, enlightened regu- 
lation and the support of the consum- 
ing public. 

The big question is why should the 
consumer support privately-owned as 
opposed to public power? Public pow- 
er is not illegal, it does work and in 
some cases it may be less expensive 
than would electricity sold by a pri- 
vately-owned competitor. 


Basic Objection 


The basic objection to public power 
stems from the fact that power is a 
basic industry. Control of the power 
industry would mean control of our 
modern existence. This has been es- 
tablished conclusively by all authori- 
tarian governments in modern times. 
It is interesting to note that all of the 
revolutionary activities in Central 
and South America in recent years 
have included bombing or capture of 
power plants among their first prior- 
ity objectives. 

Secondly, public ownership of pow- 
er on a grand scale would mean a 
complete change in our way of life. 
Not only would existing tax struc- 
tures be inadequate but it would re- 
quire a most sanguine individual to 
feel that such a condition could occur 
without ultimate nationalization of 
all other major fields of private en- 
deavor. 

There are many sincere individuals 
and organizations in this country to- 
day advocating an _ ever-increasing 
percentage of public power. Un- 
doubtedly, many of them give no 
thought to other corollary effects of 
such action, but there are many who 
do know exactly what will happen in 
such a case and who revel in the 
thought. The consumer must be made 
aware of these facts. Any education- 
al program must be pitched altogether 
on the advantages that accrue to the 
consumer from the use of privately- 
owned utility services. 


Nuclear Energy Battleground 


All of this has to do primarily with 
the development of nuclear energy. 
Here is where the battleground of 
public versus private power really 
lies. The development of this new fuel 
for the power industry will be swift. 
The die may well be cast by the man- 
ner in which this battle is fought. 
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By this I do not mean to advocate 
necessarily that private ownership 
should “git thar fustust with the 
mostest.” 

The utility industry spokesmen as- 
sert most earnestly that full support 
and free rein should be given to the 
industry in conducting research and 
development programs in the nuclear 
energy field. This, of course, pertains 
to the regulatory agencies; and since 
they only establish the rules, what is 
meant is that the consuming public 
should be required to underwrite the 
cost of this experimentation. With 
this argument, I am in full accord. 

The benefits to be derived from 
such programs will be passed on to 
the consuming public. The necessity 
of perfecting a source of fuel to re- 
place our present fossil fuels is readi- 
ly apparent. 

I feel most strongly, however, that 
within this program of research and 
development (which will include con- 
struction of first and second genera- 
tion plants) there should be a part- 
nership of consumer and investor and 
not alone a joint venture on the part 
of consumer and the Atomic Energy 
Commission. It is far too easy to 
relate all the benefits to be derived 
by the consumer while forgetting any 
advantages that may accrue to the 
investor. 

The investor cannot content him- 
self with being a standard bearer for 
free enterprise while the consumer 
pays the bills. Some of the risk capi- 
tal in the development of the nuclear 
energy program must be supplied by 
the investor. I do not know the 
amount and have no formula for 
participation but I am sure this must 
be the case and on an increasing 
scale. 

It really seems to me that the term 
“risk capital” in its historical sense 
is foreign to the electrical utility 
business in this day and time. It is 
used to define the capital invested in 
a business at the risk of losing part 
or all if the venture fails. In an elec- 
tric utility today the only risk is 
whether the earnings will be less or 
more and whether the market value 
of the stock will appreciate or depre- 
ciate; this has relatively little to do 
with the operation of the utility as a 
business. 


As an intrinsic factor in the invest- 
ment of risk capital in development 
of the nuclear energy program, it is 
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incumbent upon the investor to com- 
municate the fact of the investment 
to the consumer. This communication 
can and should state that the invest- 
ment is made for the benefit of the 
consumer and for the maintenance of 
free enterprise that pays its own way 
in the support of our free institu- 
tions. 


Wasted Advertising Effort 


This leads me into the advertising 
program of the industry particularly 
as it relates to the public power pro- 
gram. I am no expert in evaluating 
advertising but what I have seen of 
this program to date strikes me as 
similar to an attempt to sell oranges 
by stating what is wrong with apples. 
A negative approach represents 
wasted effort. It is my firm belief 
that the investor-owned electric in- 
dustry has the same friends and sup- 
porters it had before this advertising 
program began—and few, if any 
more, as a result of this program. The 
ads refer to the fact that you pay 
taxes which in turn are used to sup- 
port and expand your competitors. 
Who cares? 

Unless the consumer is made aware 
that by this he is adversely affected 
and further that investor-owned util- 
ities perform a better service for the 
same or lesser charge, the advertis- 
ing program can do no more than 
anger the supporters of REA and 
other public power project support- 
ers. You should sell your advantages, 
not the other fellow’s faults. An af- 
firmative factual program to educate 
the public to the value and advantages 
of investor-owned utilities is a legiti- 
mate business object and should be 
so treated. A negative attack on a 
competitor does not warrant the same 
consideration. 


Ask More, Get Less 


While utility management must 
answer to the investor, utility regula- 
tion is required to answer to the con- 
sumer. If we could establish an opti- 
mum rate of return for every com- 
pany, I am sure we would find that 
management would seek more and 
that regulation would provide less in 
nearly every case. This is altogether 
natural because of the relationships 
involved. 


It seems to me there is a further 
natural desire on the part of the 
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utility investor to combine the pro- 
tection of a monopoly with the income 
of a successful speculative enterprise 
under supervision of benevolent regu- 
lation. Where the rate of return is 
good, many investors want further 
improvement. This is not going to 
happen. Electric utilities cannot ex- 
pect to earn profits on the same basis 
as other commercial ventures under 
existing regulatory philosophies. 

Efficient management and cost sav- 
ing practices are expected of the utili- 
ties. Savings derived must be passed 
back to the consumer rather than to 
the investor. All sound and reason- 
able rates of return allowed by regu- 
latory agencies provide for adequate 
dividends on equity capital with addi- 
tional sums for transfer to surplus. 
These stable earnings are the most 
that can be anticipated by the in- 
vestor. 

It is my belief that efficient man- 
agement should be well and liberally 
rewarded by the utility owners and 
such rewards approved by regulation. 
There should be some incentive to cut 
costs other than merely being able to 
retain a job. The fact that good 
management is rewarded can be used 
as an inducement in recruiting pro- 
grams. 

The ability to employ not just well 
qualified but outstanding young men 
for executive training is of vital im- 
portance to the utility industry. Regu- 
lation must realize this and cooperate 
wholeheartedly by allowing the utili- 
ties free rein in setting attractive 
salaries and providing liberal fringe 
benefits. If the electric power indus- 
try is to remain in large part inves- 
tor-owned, the best brains available 
must be brought into the industry. 

So far we have discussed what 
should be expected of the investor in- 
terests in the utility industry. The 
problems of the industry are many. 

I recognize one of the problems of 
the utility industry is that regulatory 
agencies are by their nature “second 
guessers.” The utility never knows 
whether it has hit a home run or has 
struck out on a specific matter until 
the regulatory agency rules ex post 
facto. This type of regulation is far 
from satisfactory. 

The regulatory agencies must be- 
come more of a positive force by an- 
ticipating problems and _ providing 
policy solutions so as to establish 
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guideposts for the industry before it 
makes a wrong turn. 

This does not mean that regulation 
should either abdicate or issue a blank 
check to the industry. So long as the 
utilities are operated by fellow human 
beings, there will be those who are 
guilty of excesses and abuses unless 
curbed. But, enlightened regulation 
can in many instances point the di- 
rection and give utilities to under- 
stand they are safe so long as they 
remain headed in that direction. 


Regulation Is a Benefit 


Sound regulation is of real benefit 
to the industry as well as the con- 
sumer. Through the prevention or 
correction of excesses it can in effect 
save the industry from itself. Regu- 
lation can also serve to bridge the 
gap of misunderstanding and misin- 
formation between the public and the 
consumer provided the regulatory 
agency is one in which the public can 
have confidence. Here let me say that 
the industry has a very large stake 
in the creation of well-respected regu- 
latory agencies in each state. Such 
an agency can, where the facts dic- 
tate, grant necessary rate increases 
without drawing the wrath of the 
public on the utility or fear of politi- 
cal reprisal on the agency. 

The need of regulation to be able 
to recruit men of outstanding ability 
with inquiring minds is of no less 
importance than the same _ require- 
ment of the utility industry. Regu- 
lation cannot fulfill this need without 
the active support of the investor- 
owned utilities. This problem touches 
the regulatory philosophy of the in- 
vestor and management. 


Best Which Regulates Least? 


It is patent that some investors and 
some members of the Utility manage- 
ment fraternity feel that that regula- 
tion is best which regulates least. In 
those circles the belief is that regu- 
latory agency orders are a good thing 
to hide behind when rates are in- 
creased or service unavailable, but it 
is preferable for the agency to be 
unable to obtain too much knowledge 
about the utility. These people oper- 
ate on the theory that a lot of knowl- 
edge can be a dangerous thing. 

I do not think this feeling is repre- 
sentative of even a majority of the 
people who comprise the investor- 
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owned electric industry. But if you 
are candid about it, you will admit 
that this view is shared by some and 
no doubt considered by others. In 
my opinion, this view, this approach 
to regulation, is all wrong. It is based 
on the erroneous premise that if regu- 
lation knows the full facts of the 
utility operation such regulation will 
automatically be unfair to the in- 
vestor. With only rare exceptions, it 
has been my experience that the reg- 
ulatory personnel I know want to do 
equity to the utility and will, if prop- 
erly informed, protect the interest of 
the investors. 

The natural conclusion is that those 
who fear too much regulation either 
have skeletons in the closet or else 
consider that regulatory personnel 
are not capable of understanding the 
import of the full facts. 

Now if there are skeletons, those 
who have them are indeed foolish not 
to dispose of the skeletons voluntari- 
ly. Skeletons have the bad habit of 
emerging at inopportune times. 

The consuming public is not com- 
posed of morons. As a matter of fact. 
a lot of you people will be retiring in 
the future and moving to areas served 
by other companies. When you live 
on retirement income not only does 
the utility bill become important but, 
in addition, electricity is your field 
and you will have a natural curiosity 
about the local utility operation. This 
has happened in Florida. Let me add 
that we have not been confronted in 
Florida with any of these skeletons. 
My point is that the facts will ulti- 
mately come to the surface. 

The feeling about the inability of 
regulatory personnel to understand, 
if true, goes right back to my state- 
ment that we can have good sound 
regulation only with the help of the 
utilities. We obtain our technical 
staff on the same basis as private en- 
terprise—on the basis of compensa- 
tion. Utilities as well as customers 
should share the responsibility of see- 
ing that state regulatory agencies 
have the necessary funds for in- 
formed and fair regulation always. 

I refer to the technical staff rather 
than the elected or appointed Com- 
missioners. With a well-qualified staff, 
I believe that there will be sound and 
equitable regulations; without such a 
staff, the utilities and the public are 
both going to suffer. 

(Continued on page 222) 
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one which is constantly harassed 
by those who would change our 
system of government. 

It is perhaps appropriate that this 
convention should be held in historic 
Boston, for at the time of the Ameri- 
can Revolution, it was Boston in par- 
ticular that rose to resist attacks on 
individual freedom and liberty. 

The reaction of the colonists is too 
familiar to bear repetition, but it is 
well that we continuously re-empha- 
size the underlying spirit behind our 
Revolution—the love of independence 
and the refusal to accept any govern- 
ment action that was intolerable. 

Today, our independence is faced 
with a double-edged threat. First, we 
have the military and _ ideological 
threat posed by Socialist Russia. And 
second, we have the internal threat 
from those who believe this Nation 
should adopt its own version of so- 
cialism. 


be represent a fine industry, but 


The Soviet Threat 


I would like to comment on the cur- 
rent tendency of many to believe that 
Russia’s communistic system is pro- 
ducing better results than we are un- 
der our system of freedom and lib- 
erty. 

The Communist Party in Russia is 
dedicated to one single objective, and 
this is making the Russian state the 
most powerful in the world and the 
Communist Party the most dominant 
force in the world. 

In measuring relative progress be- 


‘ing made, we should be careful to use 


a yardstick that reflects the things 
the American people want out of life. 
In peacetime, our objective is the at- 
tainment of the maximum happiness 
for each individual with the individ- 
ual himself deciding and seeking those 
things that mean happiness for him. 
So, our objectives are manifold. 

If it’s good housing the individual 
wants, good housing he gets. If it’s 
automobiles, refrigerators, television 
sets, that’s it. If it’s art, culture, edu- 
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cation, and libraries, that’s it. If it’s 
churches represénting different 
faiths, that’s it. And if it’s the best 
military defense or offense in the 
world, that too is it. 

During World War II, America 
showed what it could do when all its 
energies were directed to the single 
objective of winning that war. Any 
time we must concentrate upon a sin- 
gle objective, whether it be winning a 
war or preserving our freedom, have 
faith—have no fear—we will do it! 

I recently read a news item in a 
Washington paper reporting a talk 
on freedom of the press made by that 
newspaper’s managing editor. He said 
it was about time we realized that 
freedom of the press belongs to all 
the people. Well, I think it’s about 
time we realized that this is also true 
of free enterprise. 

Only through free enterprise can 
the people be certain that they get 
what they want, not what the govern- 
ment thinks they should have. 


The Enemy From Within 
We know there have been people 
deliberately plotting on behalf of the 
Soviet Union in our country. We have 
faced up to this threat and have done 
something about it. The Communists 
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in our midst we must watch, but we 
believe we can handle. 

What makes our problem more dif- 
ficult is the fuzzy-minded liberal who 
thinks he is advancing the cause of 
humanity when he advocates more and 
more paternalistic government, when 
he votes for government controls, or 
when he votes for government to 
manufacture one of his basic needs. 

The liberal is not alone, however. 
What of the unthinking materialist 
in our midst with no historical back- 
ground to warn him what happens 
when a Nation’s people begin to live 
by the philosophy: “The country owes 
me a living.” 

That attitude, of course, is not in 
the American tradition. It wasn’t 
charity that made our country great 
—nor a dole, nor a welfare state, nor 
government interference, nor social- 
ism. Instead, it was achievement by 
the individual, and his pride in that 
achievement. It was the feeling of 
any man, however humble, that what 
others had done under free enterprise 
and free government, he could do. 

We have come too far from that 
ideal. As a consequence, today in these 
United States we see a Federal bu- 
reaucracy growing to tremendous pro- 
portions. It is a Federal bureaucracy 
which robs people of their backbone 
by kindly offering to do things for 
them, and, in addition, robs them of 
incentive by outright interference and 
by unfair competition when they try 
to do things for themselves. 


The Spread of Government 

Our Nation began its life as a Fed- 
eration of Sovereign States with a 
Federal government exercising rig- 
idly limited powers. No longer are 
these powers limited. The Federat 
government now touches the lives of 
each of us every day in some way or 
another. 

Today, 37 million 817 thousand citi- 
zens are receiving some form of pay- 
ment from the Federal government. 

When we include dependents, prob- 
ably one-half of the population of the 
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United States is receiving directly or 
benefiting indirectly from some sort 
of payments from the Federal gov- 
ernment. 

The extent of direct Federal aid to 
individuals, in my judgment, gives 
real cause for concern. It indicates 
continuing centralization of govern- 
ment in Washington, with correspond- 
ingly less control by individuals over 
their own destinies. 

As the national government under- 
takes to “do things for” the people, it 
creates new classes of selfish vested 
interests who resist any attempt to 
change or end the particular program 
that benefits them. The longer a Fed- 
eral program operates, the more en- 
trenched it becomes and the harder 
it is to stop. 

In this connection, many of you will 

recall Professor Parkinson’s spoof on 
bureaucracy which, though funny, 
contains a good deal of truth. Pro- 
fessor Parkinson, writing some years 
ago in the London Economist, ad- 
vanced the contention that in govern- 
ment there are two axioms: first, a 
bureaucrat strives to increase sub- 
ordinates, not rivals; and, second, 
that bureaucrats strive to make work 
for each other. Parkinson expressed 
these axioms in a formula to prove 
that the number of subordinates mul- 
tiply at a steady rate regardless of 
the amount of work turned out. As 
part of his jest, he even calculated the 
rate of increase of between 5.17 per 
cent and 6.56 per cent a year—even 
where the final output decreases. 


Government Grows Bigger 


Returning to our main theme, ! 
wish to refer to an excellent study 
made recently by the Legislative Ref- 
erence Section of the Library of Con- 
gress at the request of some of my 
colleagues in Congress. This study is 
designed to show the effects of a big 
government that is growing bigger 
on individual rights and free enter- 
prise. 

The study has a good deal to say 
about taxes. The government, of 
course, has a right and a need to tax 
us. 

Where the power to tax gets out of 
hand is where taxation becomes op- 
pressive and this, largely to support 
unnecessary expansion of govern- 
ment. 

The study notes that for 1956, the 
per capita tax from all levels of gov- 
ernment was estimated at more than 
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$600. About 75 per cent of this rep- 
resented Federal taxes. Twenty years 
ago, the per capita Federal tax bur- 
den was only about $30. 

Though national income quadrupled 
from 1929 to 1955, Federal taxes in- 
creased 23-fold. 


Tax Rates Cause Concern 


Following World War II, a special 
tax committee of the House Ways and 
Means Committee reported its con- 
cern over the effects of high tax rates 
on production as follows: 

“With the present scale of tax 
rates, we have put the brakes on 
men’s incentives to a dangerous de- 
gree by piling heavier and heavier 
burdens on them as they try to 
climb up the ladder .. . this is stul- 
tifying to the kind of dynamic long- 
term growth that has characterized 
this country in the past... . 

“If our economy is to survive and 
prosper, we must see to it that men 
are encouraged to work and pro- 
duce, to turn out better goods at 
lower prices. Particularly, we must 
see to it that tax rates are not so 
high that a man has little or no in- 
centive to work harder and produce 
more.” 

The obvious danger of this increas- 
ingly high taxation is the aid it gives 
to creeping socialism. Bear in mind 
that Karl Marx predicted in 1848 that 
the destruction of Capitalism would 
be achieved by the destruction of the 
middle class with the aid of a highly 
progressive tax. 

Consider also government expan- 
sion in the field of public housing. As 
noted in the study, a vast bureaucracy 
has grown up around the govern- 
ment’s entry into the housing busi- 
ness over the past 20 years. Under 
the Public Housing Administration, 
we have something like 900 local au- 
thorities administering low rent pub- 
lic dwelling units. During this Ses- 
sion of Congress, we passed another 
housing bill costing the country $1.95 
billion in housing funds. 

Federal expansion in housing has 
come in spite of the fact that mem- 
bers of the real estate and building 
materials industries say that public 
housing not only is costly to the tax- 
payer who puts up the subsidy but 
that the original construction costs 
are higher than they would be if the 
projects were sponsored by private 
groups. 

There is evidence to show, accord- 
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ing to this study, that the govern- 
ment’s role has not contributed to the 
long-term stability of the residential 
construction industry and cost reduc- 
tions are not apparent. 

But the danger comes from another 
direction. With public housing as 
with free public anything, there is 
always a tendency to increase the 
number of persons eligible to benefit 
and to expand the area of authority. 
This tendency is very often accentu- 
ated when there is a possibility to at- 
tract votes. The continued subsidiza- 
tion of housing for the lower income 
groups may eventually extend to gov- 
ernment housing for the middle in- 
come group, which is increasingly 
feeling the burden of taxes and un- 
able to pay its own way. There is 
already much pressure on Congress 
for assistance in the construction of 
middle income housing. Obviously, 
should this be done, the votes of those 
who qualify will be extensive. 

As this study further states, what 
could represent less freedom, less 
privacy than the process through 
which an applicant must go to qualify 
for residency in public housing: In- 
vestigation of his credit, his job, his 


living manners, his tax records, the , 


size of his family and his income. 

In public housing projects it is the 
rule that a tenant’s income may not 
increase more than 20 per cent over 
the income earned at the time of his 
acceptance. There have been in- 
stances when occupants of housing 
projects refused over-time work and 
promotions for fear of being made to 
vacate their government homes. 


Federal Credit Activities 


Turning to Federal credit activi- 
ties, today the Federal government 
lends directly $1.00 for every $5.00 
lent by private banks. The pressure 
to increase the amount of government 
lending and to expand the areas cov- 
ered seems to be rising. 

The fields in which the government 
carries out loan programs are hous- 
ing, agriculture, loans to business, 
foreign investment, and inter-govern- 
mental loans. 

The many Federal organizations 
handling these fields are free from 
many state, local and in many cases, 
Federal staxes. Thus, these agencies 
have an unfair competitive advantage 
over private enterprise. 

Where the private lender is con- 
cerned with earning a profit and feels 
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an immediate responsibility for the 
disposition of his funds, these mo- 
tives are absent or less compelling in 
the Federal official. 

Firms or individuals who cannot 
meet the credit standards of private 
lending agencies receive an unfair 
competitive advantage if they are 
then granted a loan by a governmen- 
tal agency. Thus we see standards 
for loans becoming weakened, politi- 
cal considerations begin to play a 
part, and the door is opened for Ad- 
ministration laxities, favoritism and 
even corruption. 

In the field of agriculture with 
price support and acreage control pol- 
icies, we have gone a long way toward 
robbing the farmer of initiative and 
efficiency. And, in the process, we 
have piled up tons and tons of surplus 
farm products. The Legislative Ref- 
erence study estimates that warehous- 
ing charges for the surplus are cost- 
ing the American taxpayer $1 million 
a day. The study also cites a Depart- 
ment of Agriculture estimate that 
surpluses in 1955 depressed farm 
prices 20 per cent below what they 
would otherwise have been and that 
farmers lost about $2 billion as a re- 
sult. 

The study observes that when a 
commodity is produced for the gov- 
ernment rather than for a growing 
market, the producer almost inevita- 
bly finds a ceiling place on oppor- 
tunity. 

The Legislative Reference Section 
of the Library of Congress study also 
explores the adverse effects of other 
Federal programs, including Federal 
aid to education, the weakening of 
state rights through grants-in-aid, 
and the adverse effects of Federa! 
reclamation and the government in 
the electric power business. 


Domestic Socialism 


In the above, I have gone into de- 
tail to illustrate the insidiousness of 
the domestic brand of socialism that 
is enveloping us—misuse of the power 
to tax, transferring the function of 
capital from private hands to the 
state, increasing control over the citi- 
zen’s dwelling unit, the possibility of 
greater control over the education of 
our. children. 

There are, of course, more direct 
forms of government encroachment 
than these. 

When I was chairman of the Senate 
Appropriations Committee, we made 
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a survey of more than 1,000 different 
business activities in which the U. S. 
Government was engaged. 

The Hoover Commission, while I 
was a member, made a survey of more 
than 3,000 such operations. These in- 
cluded furniture making, clothing 
manufacture, saw mill operations, dry 
cleaning, rope making, synthetic rub- 
ber plants, ice cream factories, and 
electric power development. 


Government in Business 


In May, 1956, the Budget Bureau 
revealed the astounding information 
that the Federal government owned 
19,711 business-type facilities which 
it operated or contracted with private 
parties to operate. The total Federal 
investment was 11.6 billion dollars. 
This is production only for the use by 
the government itself and not for sale 
to the public. In yet other fields, such 
as electric power production, it com- 
petes by sale to the public. 

It seems to me that the use of tax 
money by the Federal government for 
activities which compete directly with 
its own taxpayers is_ indefensible. 
Such operations, if carried to the ulti- 
mate, would mean government owner- 
ship of all the means of production 
—we would all be working for gov- 
ernment. 

In my book, that is socialism, and 
though it is a hard word to some, let’s 
have the courage to face it. 

Republicans believe that private in- 
dustry and private initiative should 
be allowed to function under competi- 
tive conditions. That system has 
proven the best yet devised to produce 
the goods and services men need, to 
provide jobs, and to raise the stand- 
ard of living. 

Because we Republicans saw in 
these thousands of government-run 
businesses the seed of socialism, we 
have taken steps to terminate them. 
Steady progress is being made. 

Since Republicans took office in 
January, 1953, the Defense Depart- 
ment alone has discontinued 274 com- 
mercial — or industrial-type opera- 
tions; has curtailed 50; has in proc- 
ess of discontinuance or curtailment 
63 more; and has scheduled 161 op- 
erations for discontinuance or curtail- 
ment—for a total of 548 commercial 
or industrial activities the Defense 
Department has acted upon. 

In addition, 958 operations are still 
in various stages of review by De- 
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fense officials to determine whether 
they can be eliminated. 

Elsewhere in government, 145 out 
of 289 strictly civilian-type manufac- 
turing activities have been termi- 
nated or substantially curtailed since 
an inventory was completed a year 
ago. 

In many cases, the Administration 
was able to take action on its own. 
In the case of liquidation of the RFC, 
the sale of synthetic rubber plants, 
and disposal of Inland Waterway Cor- 
poration properties — legislation was 
required, and the Congress so acted. 

It is not an easy task to get rid of 
government activities, and it is not 
an easy task to hold the line against 
further government enroachment. 
Neither is it an easy task to reverse 
the trend toward socialism. 

Those of us who have warned 
against moving too fast and too far 
in the welfare field have been ma- 
ligned as heartless pinchpennies. 

What we have tried to do is to in- 
ject reason and balance in govern- 
ment programs involving benefits to 
individuals in this country. We have 
stood firm against having the govern- 
ment undertake more than even this 
wealthy Nation can support—but we 
have not always won our battle. 

I believe it is morally wrong for 
the government to promise more than 
it can deliver. It is wrong for the 
government to pledge benefits to the 
American people and then set up an 
unsound system for financing these 
benefits. 

But those of us who have fought 
for safeguards to protect the Ameri- 
can people have been subjected to 
much abuse because we dared to point 
out there is no pie in the sky. 


The Electric Industry 

I have waited until now to say any- 
thing about the electric power indus- 
try because unquestionably your in- 
dustry is in the front line of defense 
against expanding government. You 
will be the first to succumb to govern- 
ment unless we can reverse the pres- 
ent trends. You face a terrific strug- 
gle, for the proponents of Federal 
power are many; they are dedicated 
and they never rest. 

When I was first elected to the Sen- 
ate in 1937, 2.4 per cent of the Na- 
tion’s electric capacity was owned by 
the government. Your companies 
owned 89.7 per cent and other public 
bodies owned 7.9 per cent. In the in- 
tervening years there has been great 
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expansion in the electric industry but 
a disproportionate share of that ex- 
pansion has been in the Federal power 
field. Last year, 15.3 per cent of the 
power capacity was Federal, while 
your share had dropped to 75.5 per 
cent, while other public bodies owned 
9.2 per cent. In 1937, the government 
owned 1.7 million kw of steam capac- 
ity, or 634 per cent of the total steam 
capacity in the country. By 1957, 
their share had increased to 13.4 mil- 
lion kw of steam capacity or nearly 
13% per cent of total steam capacity. 

It would be serious in any basic in- 
dustry, be it steel, or coal, or trans- 
portation, if government assumed 
such a high proportion of activity. 
But electric power is the single, most 
essential factor in our Nation’s pro- 
ductive capacity. Government activity 
in this industry can lead surely to 
disastrous conseguences. You know 
what Lenin said in 1920: 

“Communism is the Soviet power 
plus the electrification of the whole 
country.” 

Yes, there is no doubt that your in- 
dustry is the first target of the gov- 
ernment ownership advocates. The 
implications of the various drives in 
this connection, however, spell trouble 
for our whole free enterprise system. 
Let me illustrate. 


TVA 


I don’t have to tell you the facts 
about what has happened and is hap- 
pening in the TVA region. I am sure 
you are all thoroughly familiar with 
these unpleasant details. What started 
out primarily as a flood control and 
navigation project has become the 
largest single power producing agency 
in the country. 

Government investment in power 
facilities derived from appropriations 
totals nearly $1.2 billion, after repay- 
ment of $175 million to the Treasury. 

Whereas power operations were to 
be incidental to flood control and navi- 
gation in an area roughly 40,000 
square miles, today power operations 
are the paramount activity of TVA 
in an area of 80,000 square miles. 

Having exhausted its hydro poten- 
tial, TVA went into steam power gen- 
eration and this now constitutes over 
75 per cent of its total capacity of 10 
million kw. 

I want to examine though, the 
broader implications of what is tak- 
ing place there today. 

The first of these is the establish- 
ment of state capitalism through the 
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revenue bond proposal. This state 
capitalism obviously sets up a prece- 
dent for similar organizations in the 
Pacific Northwest, the Missouri River 
Basin, the Southwest, and who knows 
where eventually. These state corpo- 
rations first will engulf your industry 
and with the pattern then well estab- 
lished will be used for gas, oil, steel, 
coal and no doubt many others. 

Here is another example of what I 
meant by the insidiousness of the 
danger that confronts us. Many per- 
sons even in high places cannot see 
the pitfalls in the revenue bond pro- 
posal. 

The revenue bond proposal is un- 
sound in principle, but if it is adopted 
for the TVA there should at least be 
provision for these safeguards: 

1. Clearly defined area limitations 
keeping TVA’s service area 
where it now is. 

2. Maintenance of control by Con- 


gress and executive agencies 
over the issuance of bonds by 
TVA. 


3. Full recovery of present and fu- 
ture Federal investment plus ac- 
tual interest cost and adequate 
payments in lieu of taxes instead 
of the present token payments. 

4. An end to the sole supplier clause 
of TVA contracts which prohibit 
TVA customers from seeking 
power from any other source. 

But, regardless of safeguards, the 
revenue bond arrangement is still bad 
government. It opens the way for a 
series of free-wheeling government 
corporations, out from under the 
watchful eyes of Congress free to 
raise their own money, and very 
likely to become drunk with their own 
power. 

This formula also puts the seal of 
approval on government in business 
but in such a way that the govern- 
ment will be competing with itself 
for money from the people. 


REA 

The Rural Electrification Act was 
passed no doubt with the best inten- 
tions in the world and obviously with- 
out any awareness in 1936 of the 
complications it would present in 1958. 

The electric cooperatives formed to 
take advantage of the benefits avail- 
able under the Rural Electrification 
Act, also in most cases were formed 
with the best intentions in the world 
and, in the past, have made a real 
contribution to the advancement of 
rural life. 
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I know that many of you get along 
well with the co-ops. They are your 
neighbors, and you help each other 
as good neighbors should in times of 
emergency. 

Today, however, a disturbing change 
is taking place in this program. 

When REA was established, it was 
with the intention of bringing power 
to uneconomic customers largely in 
the rural areas of low customer den- 
sity where private enterprise could 
not economically render service. This 
function REA has fulfilled and ful- 
filled well. I am sure you all know 
the statistics. Over 95 per cent of 
our farms now have central station 
service and Rural Electrification is 
now more concerned, and rightly so, 
with improving its service. 

Having reached this stage, the REA 
co-ops are now turning to new fields 
which have nothing to do with origi- 
nal concept of REA. Already the in- 
come of co-ops is more than 50 per 
cent from non-farm customers such 
as industry, commerce, and non-farm 
residential. Bear in mind that this 
electricity is being supplied with the 
aid of Federal loans at 2 per cent 
interest. The electric co-op, therefore, 
is in a favorable position to undersell 
your companies in going after this 
non-farm business. 


Non-Federal REA Financing? 


As you are aware, the Administra- 
tion this year proposed that the time 
has come when REA co-ops should 
seek non-Federal sources of financing. 
You are also aware of the frenzy of 
opposition that has been whipped up 
to this proposal by the co-op leader- 
ship. 

We can see the reason for this 
frenzy when we look at the figures. 

Appropriations for REA electrifica- 
tion loans totaled $13.9 million in 
1936. By June 30, 1957, total appro- 
priations had reached $3.7 billions. 

This year, Congress more than 
doubled the Administration’s request 
for loan funds for fiscal 1959, setting 
the figure at $317 million. For fiscal 
year 1958, Congress voted $179 mil- 
lion in loan funds: The REA Admin- 
istrator, David Hamil, has estimated 
that within a generation the rate of 
REA electrification loan needs will be 
running at $1 billion a year. 

Naturally, $1 billion a year of 2 
per cent loan money is a nice thing, 
if you can keep it, and this is just 
what the co-op leadership plans to do. 
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Combined with this insistence on 
prolonging the use of below-cost Fed- 
eral money to finance expansion and 
the exclusive right to buy below-cost 
power from subsidized Federal power 
projects, there is the concerted mad 
effort on the part of a few electric 
co-op leaders to establish the Federal 
tax-free REA co-op as the true sym- 
bol of free enterprise. 

Your companies have repeatedly 
been attacked as “profit companies,” 
and as monopolies. At the same time, 
the co-op is held up as representing 
authentic free enterprise. 

This attack on the profit motive 
is disturbing for the profit motive 
has been the force in our lives, our 
system, our history always at work 
pushing this country to an ever 
higher state of development. 


Eliminate Profit Motive? 


This motivating force is so much a 
part of our lives and traditions that 
inevitably one must question the pur- 
pose of those who would do away 
with it. 

A few years ago, Bernard Baruch 
wrote a brief and penetrating little 
book called, “A Philosophy for Our 
Time.” Part of the book is a plea 
for better understanding by the stu- 
dent body of his alma mater, City 
College of New York, of the role of 
business in our national life. 

As to profit, said Mr. Baruch: 

“Only if men’s labors show a 
profit—that is, they yield more than 
is put in—can society and each in- 
dividual member have the means 
for material progress. To produce 
at a loss leaves less to share. Put 
me down as old-fashioned, if you 
will, but I still believe that a prof- 
itable enterprise contributes more 
to civic virtue than an unprofitable 
one.” 

Mr. Baruch went on to ask what 
are the alternatives to the profit sys- 
tem. One alternative, he said, would 
be to have men work for the love of 
their labors or out of a sense of ser- 
vice to others. But (and I quote 
again), “thus far in human experi- 
ence, no community has ever been 


able to hold together long behind this 
ideal.” 


Loss of Freedom Resulted 


The other alternative to the incen- 
tive of profit, he continued, “is tc 
force men to work by order of some 
higher authority. Wherever it has 
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been applied, it has meant a loss of 
some freedom. At times it has re- 
duced men to slavery.” 

“The profit motive offers a form 
of incentive that does not rest on 
coercion. In this respect it is a vital 
mechanism of personal freedom. That 
the profit system emerged as part of 
a revolt against excessive governmen- 
tal authority was no accident, nor was 
it accidental that there flourished 
along with it a degree of personal 
freedom never seen before.” 

The path down which the co-ops 
are being led today is a classic ex- 
ample of a privileged class whose 
privilege is dependent on govern- 
ment bounty, becoming entrenched and 
seeking to extend and expand their 
privilege at the expense of the rest 
of the Nation. 

I put the blame for this state of 
affairs squarely on the shoulders of 
part of the present electric co-op lead- 
ership. I find it difficult to believe 
that the great majority of America’s 
farmers who are co-op members 
are not confirmed individualists who 
would turn their backs immediately 
on this situation if they could see 
clearly where it is leading. 

When we take a close look at this 
co-op leadership, we see a strange 
situation. We see this electric co-op 
leadership working hand-in-glove with 
those elements of labor which would 
nationalize all industry. We see it 
working side-by-side with those ele- 
ments which would nationalize your 
industry. We see it loudly proclaiming 
non-partisanship yet being blatantly 
partisan. These things are not char- 
acteristic of our farming or rural 
people. 


Atomic Energy 

Perhaps nowhere more clearly than 
in the case of atomic energy have our 
welfare state advocates revealed their 
motives. Enough time has now elapsed 
since we began talking peaceful appli- 
cation of atomic power to gain some 
perspective on the events which have 
taken place — mostly in Washington. 

You will recall that no sooner had 
we made the decision to concentrate 
our efforts on the development of the 
peaceful application of the atom when 
the advocate of Federal power pounced 
on the atom as a source of energy 
“belonging to the people.” 

This was how they justified the 
development of Federal hydroelectric 
projects. But our hydroelectric po- 
tential— at least, that which is 
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economically justifiable — is almost 
exhausted. The atom, therefore, rep- 
resented to them a heaven-sent oppor- 
tunity to branch out in a new direc- 
tion. 

Congress has managed to blunt this 
attack for the time being and it is 
well that we have been able to do so. 
I shudder to think of the bill that 
would have been run up by now and 
to which future generations of Amer- 
ican taxpayers would have been com- 
mitted if we had undertaken the 
proposed program of atomic power 
plants which could have produced 
power only at from three to six times 
the cost of conventional power. 

I don’t have to reiterate the many 
and various and devious justifications 
advanced by the Federal power ad- 
vocates for Federal development of 
the atom. One cannot help asking 
what has come into our society when 
such people choose to turn their backs 
on the record of American industry 
and choose in its place the bumbling 
hand of the Federal government. 


Legislative Attrition Against 
Electric Industry 

In addition to such broad fields as 
I have discusseda—TVA, REA, Atomic 
Energy—we also see a steady process 
of attrition on your industry by other 
legislation. 

Sometimes it is seemingly innoc- 
uous, such as Senate Resolution 148. 
This resolution changes the procedure 
for evaluating water projects to make 
it easier to justify Federal construc- 
tion of non-economic projects. 

Sometimes the attrition process is 
buried in a bill, such as the Omnibus 
Rivers and Harbors Bill which the 
President vetoed. Sometimes the at- 
trition only takes the form of a staged 
Congressional] hearing. 

The fact is, however, that there is 
a never-ending drive to circumscribe 
the electric power industry, to weaken 
it, to make it more difficult for you 
people to remain in business. Your 
opponents are even, as you know too 
well, now trying to force you to keep 
quiet and not talk up in defense of 
your industry. 

The total picture this presents is 
one of political regulation of an in- 
dustry outside the legal structure of 
regulation. 


United States and Soviet Power 
During the past five months the 
Federal power supporters have ad- 
(Continued on page 207) 
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presidents and potential company 

presidents at this meeting, I 
believe it will be appropriate to tell 
you about a vice president I know. 

He is vice president of an ad- 
vertising agency. 

As such, he was and had to be 
continually concerned with sales and 
promotion. 

So he decided to write an article 
on selling. 

He wanted to make the point that 
the rewards for good selling can be 
tremendous in money and advance- 
ment. The title he picked for the 
article was: “How to Get to Be 
President.” 

He was working on the article at 
home one night when his small 
daughter walked up behind him. Over 
his shoulder she read the title aloud 
—“How to Get to Be President.” 

Looking at her father, she said, 
“If you know how to be president 

. why aren’t you?” 

Many of you obviously knew how 
to get to be president. 

And business being what it is, few 
company presidents in our business 
got there without knowing a lot about 
selling-—selling things or selling ideas 
or selling programs. 

Indeed, the history of the electric 
industry has been marked by some of 
the most aggressive, effective sales- 
manship any industry has seen. 


Oa there are many company 


Another Viewpoint 


On the other hand, our industry 
could double every 10 years or every 
nine years or every eight and too 
many of us might actually still be 
doing a pretty mediocre job. 

And here’s the danger—mediocrity 
eventually catches up with you. 

This brief story illustrates this 
point. 

For years Capt. Liddell Hart, the 
famous British military historian, has 
been studying the great military 
campaigns of histury, from the time 
of the Phoenicians down to today. 
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He was finally struck by a pattern 
which, he observed, happened again 
and again. 

A military leader would emerge. 
He would have too few men, or too 
little equipment, or too little time. 
So he’d be forced to use his head, 
to overcome his bigger and stronger 
adversary. 

He would resort to ingenious and 
imaginative ways to gain his vic- 
tories. 

He would try to divide his enemies 
and take them on one at a time. 

He would avoid knock-down-drag- 
out engagements. And, more 
than not, he would win. 

Then Liddell Hart found, when this 
general grew big and strong, and had 
plenty of men and munitions, he gave 
up using his head, forgot his re- 
sourcefulness and relied only on his 
size and strength to accomplish his 
objectives. 


often 


And more often than not he’d lose. 
That even happened to Napoleon. 
It seems to me we might well take 
note of what happened to the general. 
For a long time now, the electric 
industry has had the wind to its 
back. We are the “front runners.” 
Maybe during this time we haven’t 
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had to use our heads as much as we 
once did. 

Maybe that has given other indus- 
tries the opportunities to move up in 
some areas. 

But I can’t help thinking back to 
the selling job done by the electric 
industry in the past .. . on the many 
things which have turned into great 
load builders. 


Let’s consider just one—automatic 
laundry equipment. 


There was a time when a woman 
could buy a perfectly good electric 
washing machine of the early type 
for around $50. Then the industry 
came along with the idea of the 
completely automatic clothes washer 
as we know it today. 

Could it be built for anything near 
$50? Of course not. It had to carry 
a price ticket in the neighborhood of 
$250. 

Did that stop the electric industry ? 
You know it didn’t. The utilities and 
manufacturers got together and made 
that automatic washer so desirable 
that women raised their sights from 
$50 to $250. That was a good sales 
job. 

The success of that campaign paved 
the way for many of the appliances 
which are now so important to the 
American home and to the utilities. 

I don’t have to remind you who 
“nursed” electric refrigeration into 
wide use . . . or who sold electric 
light bulbs, almost door-to-door, years 
ago. 

New Markets Important 


Now I am aware how preoccupied 
we all are and have to be with 
capacity, and construction, and taxes, 
and rate of return, and the cost of 
money. 

But finding and creating new: mur- 
kets for what we have to sell is one 
management function—an important 
one—to which many of us currently 
cannot point with pride. 

How many of us know the detailed 
sales plans of our companies? How 
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many of us have examined the 
philosophy behind the budgets of our 
sales departments ? 

Chances are, your sales manager 
is not doing half the job he knows 
how to do, or wants to do. 

If your company is typical, he’s 
operating within budget and man- 
power limitations that were too small 
10 years ago, and certainly inade- 
quate today. 

What would happen tomorrow if 
you called in the head of your sales 
department and said: “If you had 
twice as big a budget, what could you 
do to increase the sales of electricity 
in our markets?” 

You might be surprised. 

The rewards could be startling. 

You know, we are in a _ unique 
position. Any of us here today could 
pick any one of those low-saturation 
appliances and merely by deciding to 
do it, could start the planning and 
programming that would double or 
even triple the sale and use of that 
appliance in our territories. Just by 
deciding to do it. 

We have that sales potential in our 
hands. 


Specific Sales Planning Necessary 


But, in order to carry out that 
decision, someone will have to do 
some very specific sales planning. 

This year about 16 million kilo- 
watts of new capacity will be put in 
service. Of this amount approximately 
12% million is being added by the 
electric companies. This is the great- 
est capacity increase ever added in 
one year, and represents approxi- 
mately $4 billion of our companies’ 
money. This must be put to work. 
To do it, we face a marketing job— 
for which better selling is a must. 

What we have to sell, of course, is 
the time of our generators. We can- 
not store our excess capacity. So— 
let’s sell it—as much of it as possible, 
and convert it into profitable revenue. 

Two broad avenues are open to us: 

First, we can induce our present 
industrial and commercial customers 
to give us more business. 

I don’t mean that we can induce 
present customers to buy more 
electric power than they can use. But 
we can do more than most of us are 
doing to give them reason to buy 
more power. 

The one thing, more than all else, 
which will help our customers use 


ly, we cannot be too critical. 


EDISON ELECTRIC INSTITUTE BULLETIN 


more power is automation—or elec- 
trical modernization of plants. 

A great many forces are at work 
right now to promote the automation 
or modernization of plants. I think 
we, as an industry, can do a great 
deal more to push this idea. 

A number of years ago, when auto- 
mation was more of a novelty, one 
power company in the East flew an 
airplane-load of executives out into 
the Midwest to see a model plant. 

To really make this idea work for 
us, we should fully organize our own 
people who know something about 
automation, and send them into the 
plants on our systems with an ag- 
gressive program for modernization. 

We simply need to do a more im- 
aginative and creative sales job. 

Second, a truly great opportunity 
beckons to us in the residential field, 
including the existing home market. 
This is a field which is most produc- 
tive of net utility revenue, and which 
is less susceptible to economic read- 
justments. 

Yet here is a market which really 
needs attention. The rate of increase 
of residential load has begun to 
reflect this lack of attention during 
the last year. 

Development of this market in the 
future is a job that we must do to a 
greater extent ourselves. 

The electrical manufacturers are 
convinced that to meet today’s situa- 


tion, our industry should provide 
more initiative, more promotional 
leadership and more _ promotional 
money. 


Unquestionably we have benefited 
from the excellent national advertis- 
ing of our manufacturer allies. 

Appliance manufacturers are being 
caught in a cost-price squeeze which 
leaves them with a profit of around 
2 per cent on sales. Consequently, 
they point out, any additional spec- 
tacular promotional surge at this 
time must come from elsewhere. 


Concern of Distributors, Dealers 


If distributors and dealers do not 
seem to be too enthusiastic about 
selling electrical appliances exclusive- 
Their 
concern is not logically with kilo- 
watthour sales, but with making a 
merchandising profit, which is getting 
harder and harder to do. 

It is estimated that the typical 
distributor is operating at a net 
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profit of less than 1 per cent, and a 
typical dealer at less than 2 per 
cent. Hundreds of dealers have gone 
out of business. The remaining ones 
say, in effect, that if you want this 
market developed, we must have more 
support from you. 

We still have friends in the ex- 
clusively electrical manufacturing 
field. But even these are getting more 
than a little disheartened over our 
apparent lack of interest in mer- 
chandising, particularly in view of 
the job being done by the gas 
industry. 

So we have these two broad avenues 
open to us—the industrial-commercial’ 
market, and the residential field, and 
they are wide-open expressways to 
greater sales and profits. 

What we need—in my opinion—to 
speed our progress in the right 
direction down this inviting road is 
a great, inspired and sustained selling 
effort for the industry—a dynamic 
program of market expansion, the 
greatest display of selling enthusiasm 
ever seen by our organizations and 
our industry. 


Powers Urges ‘Bold’ Program 


Quoting the words of Phil Powers 
before the EEI sales conference in 
Chicago a few months ago: 

“We need a bold program that will 
sell every conceivable beneficial use, 
with opportunity for individual com- 
panies to pattern their effort to 
particular, needs, a program that will! 
result in a constantly improved load 
factor on facilities and stations, that 
will diminish the fluctuations in earn- 
ings with seasons and economic con- 
ditions, that will provide more rapid 
growth than in the past by running 
ahead of gas and other competition; 
that will produce a higher degree of 
diversity; that will make for assured 
and sustained profits; and that will 
improve customer, employee and 
public relations.” 

We have seen what better-selling 
campaigns have done in other fields. 

There is no need to point out what 
has been achieved by our friends in 
the gas industry. 


This example simply proves once 
more the power of concentrated sell- 
ing and should fire our imaginations 
as to what might be done by the 
electric industry. 

There are no shortages of any- 
thing we need to do this job. There is 
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an abundance of appliance, and 
plenty of materials for building. Con- 
sumers have plenty of money in the 
bank. We don’t have to be afraid of 
selling ourselves into a serious capac- 
ity or distribution problem. 

Survey after survey shows that 
consumer acceptance of electric ap- 
pliances is at an all-time high. Cus- 
tomers want more electric kitchens, 
air conditioning, color television, 
washers, dryers, and every other ap- 
pliance that makes housework easier 
and their homes more livable. 


Home Lighting Poor 


One manufacturer reports. that 
their survey shows the average home 
has 25 per cent of the lighting -+ 
needs and kwhr use for this purpose 
alone can be increased 50 per cent in 
the next four years. 


The only shortage that could 
possibly hold us back is lack of real 
determination to get the job done; 
lack of faith that it can be done; 
lack of inspiration and enthusiasm 
to get it done. 

But that determination, that faith, 
that inspiration and enthusiasm must 
come from you. It must be trans- 
mitted by you to your own companies 
to get the job done on the local level. 
By the same token it is only through 
you that the job can be done on the 
national level. 

To start the ball rolling on the 
local level, let’s tell our sales depart- 
ments to prepare an ambitious, far- 
sighted, long-range program of selec- 
tive selling, designed to load our 
systems economically and thus aid in 
sustaining low rates, and with sales 
goals set much higher than ever 
before. 

What services we decide to pro- 
mote, of course, will be a matter for 
local determination. But the field ap- 
pears to be wide open. 


Any such program, soundly con- 
ceived, ought to be one good for a 
five-year effort. Then—since on-again, 
off-again promotions are wasteful— 
let’s keep to the plan, regardless of 
the shifting business climate; regard- 
less of whether selling is tough or 
easy in the future. 

Next, let’s be prepared to invest a 
lot more dollars in sales and adver- 
tising. We once invested a dollar to 
get a dollar of new revenue. Today 
we spend about 30 cents, which buys 
about half what 30 cents formerly 
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did. Thus, our program has been 
gradually decreasing, while that of 
other industries has been increasing. 

Roughly 1.6 per cent of our gross 
now goes into promotion. This figure 
should bé reviewed and revised, as an 
elementary first step in capitalizing 
on this tremendous opportunity. 

We need to recognize this as an 
investment in our future, an invest- 
ment that is just as important today 
as the investment in new capacity 
was yesterday. 

It may be hackneyed to say it, but 
the way to make money is still to 
spend money wisely—an idea that 
our competitors for the consumer’s 


dollar have already been heavily 
underscoring. 

Third, let’s increase our _ sales 
forces, and improve their caliber. 


Let’s see that they do a better selling 
job in areas where we need it most 
right now. Then, let’s keep up an 
active interest in all the problems 
facing our sales departments, and 
keep on giving them the support they 
need and deserve. 

Finally, on the local level, let’s get 
all our employees in on the act. Let’s 
tell them what we are thinking, what 
we are up to. Let’s sell them harder 
on the company, and make them 
eager to sell our company ideas to the 
public. In other words, let’s transform 
our employees into enthusiastic, ef- 
fective crusaders for the electric way 
of living. They can help do the job. 


Employees as Salesmen 


In this connection we can, of course, 
make better salesmen of these em- 
ployees—when they are talking with 
their neighbors—if we encourage as 
many as possible to use more electri- 
cal appliances in their own homes. 

On the national level what can we 
do? 

To begin with, I do not intend to 
sell short the splendid programs we 
have today. These have been perform- 
ing heroically. But it is evident now 
that these programs are not enough. 

Nationally, we need an over-all, 
industry-wide sales effort sponsored 
by utilities to capitalize on the pres- 
ent market and meet the many com- 
petitive challenges of other industries. 

The fact is—our real competition 
is not just with the gas appliances. 
There’s still plenty of business for 
both electric and gas. 

Our most potent competition comes 
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from the thousand and one other 
vendors of goods and services whose 
products for the moment may seem 
to have more sex appeal than ours, 

A well-conceived national program 
will accomplish severai important 
jobs: 

1. It will provide a modern, ef- 
ficient way to reach 47 million 
residential customers, at a minimum 
cost per customer. 

2. It will help to maintain a recep- 
tive climate in which to launch our 
local sales campaigns. 

3. It will encourage manufacturer 
tie-in and advertising support. 

4. It will stimulate retailers to 
more effective sales support. 

5. It will help meet the competi- 
tion of national programs of other 
industries. 


Program Must Be Backed 


It is clear, however, that a national 
program cannot do a real job unless 
it is backed to the limit by all of us. 

No matter how aggressive is the 
competition in the future, we can 
meet and beat it. Because we have 
the best product. We know we have 
the best sales story. 

We will tell that 
dramatically. Tell it more often. Tell 
it more forcefully. Tell it to more 
people—and make them see it as we 
do. 

Maybe at this point we have lost 
a round. Maybe we look a little groggy 
to some people. But now’s the time 
to get up and come back swinging 
with our own Sunday punch. 

Sure—our competitors are doing 
a good job. They have made real 
progress. But they have also done us 
a favor, if their successes prove to be 
the spark which fires us into more 
aggressive action. 

It isn’t like this industry to take 
a back seat to other industries in 
energy, imagination, ideas, or any- 
thing else; to neglect our obligation 
in any fashion to any segment of the 
public we serve; or to be anything 
but the best in everything, including 
salesmanship. 

But there’s no doubt about it. 
Facing us today, as we look toward 
the position of leadership our industry 
deserves, is a problem that calls for 
prompt and effective action. 

It’s a problem we must solve. We 
must solve it—and we can solve it-—- 
with better selling. 
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Health Is Also Your Business 
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haps good business to have a 
short surcease from the technical 
considerations of your fascinating 
world and to give thought to what ac- 
tually should be your first order of 
private business: how to stay healthy. 
The sound body that does the bid- 
ding of the sound mind keeps you men 
able to hold your jobs. It is the deus 
ex machina, the producer and the pro- 
moter of the drama of life. Yet if 
you take an inventory of your activi- 
ties, most of you will, I am sure, find 
that you take your body for granted. 
You don’t give it even the attention 
that you give your automobile. Yes, 
you eat and sleep when it says you 
must, but the tender, loving care 
which it should have to improve and 
prolong the activities of your lives is 
too often neglected in the interest of 
getting other things done. 


I: a meeting of this kind it is per- 


Management of the Body 


The form, strength, and endurance 
of your body are dependent upon two 
things: your forebears who provided 
the genes and your own management 


| of what they have given you. It 


would be nice to choose our forebears 
—the world would be, at least at 
birth, populated with the soundest 
minds in the soundest bodies. But 
since we have no say in the matter of 
what we are when we are born, our 
problem is to manage and care for 
what we have been given in bodily 
and mental capacity. 

Now let us take a quick and very 
superficial look at what these bodies 


: of ours, these masses of protoplasm, 
_ are and what they do for us. 


Our bony framework encases the 
brain and central nervous system 


| within its skull and spine. The mul- 
| tiple bones of the extremities make it 
| Possible for us to walk, work and play 


by the soundness and flexibility of 
their joints. The chest cage and the 
pelvic bones encase and protect the 
organs of breathing, circulation, di- 
gestion, elimination and reproduction. 

All these functions are made pos- 
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sible through the work of muscles, 
glands, absorbent and connective tis- 
sues formed by billions of cells which 
make up the various organs and are 
constantly nourished by circulating 
blood in vessels of varying size. The 
muscles of our body also vary in size 
from the large ones which let us walk 
and run, to the tiny ones which line 
the blood vessels and nerve sheaths. 
The masters of all this mechanism 
are the brain, nervous system and 
glands of internal secretion and to 
you, engrossed as you are with the 
mysteries of electricity, I say in the 
vernacular, “You ain’t seen nothing” 
when you compare your field with 
mine. 

The workings of these bodies of 
ours are only partially revealed even 
after centuries of intensive studies of 
the living and the dead. But what we 
do know awes us and spurs us on to 
more intensive investigation into the 
still unexplored mysteries of what 
makes us tick and stop ticking. Most 
of all it makes us as physicians eager 
to protect that wonderful mechanism 
and to keep us all alive and active as 
long as possible. 

Medicine can, with due modesty, 
take much credit for keeping us alive 
longer by 20 years than the men who 
lived 50 years ago. This longer life 
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is one of the major phenomena of 
modern days. But those extra years 
are of no use unless we live them 
happily. And no life is truly happy 
unless it is lived in a healthy body, at 
least a body that is as healthy as is — 
compatible with its age. 

Incidentally I predict that all your 
business standards of the age of re- 
tirement will be advanced as human 
beings demonstrate their ability to 
stay almost as healthy and to think 
more wisely in their seventies than 
they did in their fifties. The slogan 
about giving the young a chance will 
still be a good one but the definition 
of “the young” will be advanced and 
their period of activity lengthened so 
that they will still have their chance 
to be top man in an era when those 
we now think of as old will be longer 
in the saddle. 


For Young and Old 


Both the young and the old must be 
taught how to view this longer and 
better life. The old are already there 
and the young must shun the obituary 
page until they get through those ex- 
tra promised years. They must also 
be ready to enjoy that last wonderful 
lap in the race. And to use that word 
“race,” let us consider how we can 
run it in the best possible form, not 
like the tortoise and not like the hare, 
but like a homo sapiens, a man of 
reason, who knows that his body is 
the most remarkable mechanism he 
has ever contemplated and that it 
should serve him long and well, if he 
serves it in the same way. 

The brain and nervous system are, 
to use your vernacular, I hope cor- 
rectly, both the powerhouse and the 
distributing stations of our activities. 
In collusion with those _ secretive 
glands of internal secretion whose 
master is located in the skull and is 
called the pituitary gland, the brain 
and nervous system control the men- 
tal and physical activities and the 
accomplishments of our lives. They 
spark our energy and _ transform 
thoughts and impulses into deeds and 
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so in fact they chart our life’s activi- 
ties. 

To the protection of that brain and 
nervous system, then, we must direct 
our attention if we are to be efficient. 
It is of no use to be brilliant, edu- 
cated, and well trained for your job 
if your brain is fagged and your 
nerves are exhausted. And by care of 
this all-important center of life we 
protect the other systems of the body 
to all of which the nervous system is 
intimately connected and attuned. 


Drs. Diet, Quiet, Merryman 


Protection of the powerhouse, the 
brain and nervous system, can be 
given in several ways. There is noth- 
ing new about the advice I am going 
to give you. Three and a half cen- 
turies ago a Latin treatise was writ- 
ten in England extolling the virtues 
of diet, rest and diversion. In fact, 
these three measures were given med- 
ical degrees by that writer and a cen- 
tury later by Jonathan Swift who 
described them as Dr. Diet, Dr. Quiet 
and Dr. Merryman. We have no bet- 
ter way to teach you how to protect 
and increase your precious legacy of 
health than by letting those three doc- 
tors talk to you on the subject of diet, 
rest and diversion which they per- 
sonify. 

It might be an easy matter to con- 
vince ourselves of the benefits of good 
care if we could look into our bodies 
each day and see that our hearts are 
not struggling too hard and that they 
have their normal size and shape and 
are not enlarging or beating away at 
an abnormal rhythm, that our deli- 
cate lung cells are not changing in 
their capacity to take in air and send 
out through the blood enough oxygen 
to keep all the body cells alive and 
that our marvellous digestive tract is 
running smoothly and efficiently be- 
cause it is getting just the right quan- 
tity and quality of food. Since we 
cannot look in and check on this be- 
havior of our internal structures, we 
usually assume that all goes well un- 
less we have pain or distress, devas- 
tating fatigue, unusual shortness of 
breath or strange evidence of blood 
escaping from our body at some point. 

The truly healthy man has none of 
these evidences of mishap; in fact he 
is completely unconscious of all the 
superb chemistry and mechanics 
which are going on within his body 
to keep him alive and active. He is 
conscious of his body only when it 
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tells him he is in need of food, water 
or rest and when elimination of the 
products of kidneys and digestive 
tract is imminent. 

This unconsciousness of internal 
bodily activity is not a guarantee that 
all is well, for especially in middle 
and later life there are insidivus be- 
ginnings to serious disturbances 
which sometimes unfortunately come 
to light only when they are so far ad- 
vanced that palliative measures alone 
can be used. I speak, of course, of 
cancer, the human blight which we 
hope will be conquered soon, and of 
the fatal heart accidents which some- 
times come without forewarning. Our 
best protection against such disasters 
is an examination at regular inter- 
vals, especially in middle and old age 
—an examination which is sometimes 
very rewarding, but all too often the 
treacherously insidious onset of cer- 
tain diseases of fatal character may 
escape even such protective measures. 

Those conditions are at least to 
some degree in the lap of the gods— 
like the deluge and the hurricane. But 
we do have controllable measures to 
preserve the health that has been 
given us. 

Dr. Diet of our trio of medical ad- 
visers has never been held in as high 
esteem as he is today. We know more 
than ever before about the impor- 
tance of using enough protein to re- 
build the body cells which are con- 
stantly being destroyed, enough car- 
bohydrate to help this process of 
upkeep and enough fat to give the 
body tissues padding and support but 
not excessively so and to supply calo- 
ries in small packages. Meat, fish, 
milk, eggs, cheese, cereal foods, vege- 
tables and fruits are _ instinctively 
chosen by the healthy man and when 
properly prepared and eaten in suit- 
able quantities they furnish the kind 
of nutrition the cells of the body want 
and need. 


Digestive Process 


Let us take a quick look at the di- 
gestive tubes which transform those 
food materials into the chemicals that 
the body can use. It is a most com- 
plicated and exquisitely coordinated 
structure operating by the mechanics 
of its muscle layers and the chemicals 
of its secretions; its various parts are 
formed structurally to hold, divide, 
change chemically and propel the 
foods chosen and put into it by our 
own conscious volition. Then with 
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another remarkable process the re. 
sults of the complicated digestive 
processes are absorbed and trans- 
mitted to all the cells of the body. 
Our appetite is part of this mech- 
anism; it tells us when we must eat 
and if it is guided by the conscious 
mind, it will serve us well. Fortu- 
nately, it can be so guided into grooves 
of good habits but it is also true that 
our social customs center around the 
pleasant function of eating and may 
sometimes lead us astray. 


Overeating Causes Obesity 


By all the channels of communica- 
tion — radio, newspapers and televi- 
sion—we hear of the evils of super- 
nutrition and the harm it can do to 
our hearts, arteries, digestive tracts 
and our morale. The fat man or wo- 
man who listens to or reads this in- 
formation is far from happy when he 
sees his shadow or his image in the 
mirror. His unhappiness is beneficent 
for it should make him correct those 
habits of eating which are, in the vast 
majority of cases, the cause of his 
obesity. 

The word compulsive is much used 
by psychiatrists, particularly when 


referring to the alcoholic. It can also | 


be applied to the-inordinate or indis- 
criminate gourmand. The compulsive 
eater finds it as hard to resist food as 
the compulsive drinker to resist alco- 
hol. In both cases the appetite, a nor- 
mal physiological instinct, has been 
allowed to go wild—unguided by the 
master mind at the control station. 
The modern unpopularity of obesity 
(“nobody loves a fat man’”’—or fat 
woman) is good—it keeps many of us 
in good health. 

Undernutrition is, in some individ- 
uals, a health menace, although not as 
often in need of correction 
land of good and plentiful food as is 
obesity. 
evil of malnutrition also requires a 
guiding force. 

There is much popular discussion 
nowadays of a fatty substance called 
cholesterol, an excess of which in the 
blood is associated with an unhealthy 
state of the arteries. Most patients 
are eager to know what their blood 
level of cholesterol is, and if it is 
higher than normal, to reduce it by 4 


In the young, however, this ° 
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decrease in the intake of animal fat | 


and dairy products. We still have 
much to learn about this complex mat- 
ter of fat metabolism but from whai 
we now know, the best advice seems 


1 


po! 
eas 
oul 
bus 
oul 
the 
fell 
hig 
of 

sit 
cin 
it s 


the 
Gor 
son 
me 


wis 
ries 
may 
use 
tior 
as ; 
Get 
fice 
bod 
con: 
whi 
ext 
any 
gag 
Per, 
anti 
tive 
like 
an ¢ 
rati 
thin 
busi 


senc 
Ir 
cons 
ing 
true 
prog 
the 
as i 
too 
who: 
omn 
mod 





1958 


re- 
tive 
ans- 


ech- 

eat. 
‘ious 
rtu- 
oves 
that 
| the 
may 


» deen 


nica- 
2levi- 
uper- 
lo to 
racts 
- wo- 
s in- 
on he 
n the 
ficent 
those 
> vast 
f his 


used | 
when } 
1 also | 
indis- 
ulsive 
od as 
- alco- 
2 nor- 
been 
yy the 
ation. 
besity 
yr fat 
of us 


divid- 
not as 5 
n this § 
as is § 
r, this 7 
ires a 


ussion | 
called 
in the 
iealthy 
atient3 | 
- blood | 
rH 2 
it by 2 
nal fat | 
1 have 
x mat- | 
n whai § 
seems § 
| 











June, 1958 


to be that if one is healthy and not 
overweight there is no need to curtail 
the use of butter, cream, and meat 
fats. 

Our second old medical consultant, 
Dr. Quiet, also serves us well in these 
modern days. Rest is the handmaiden 
of medicine. Rest should be a planned 
part of each day, week, month and 
year of an active life. The modern 
means of communication and trans- 
portation have brought us a life 
easier in many respects than that of 
our forebears, but contact with other 
busy human beings and the noise of 
our cities have been so increased by 
these facilities that an escape from 
fellow man, telephone and crowded 
highways to the serenity and freedom 
of the out-of-doors is almost a neces- 
sity of life. We have a place in medi- 
cine for the artificial tranquilizer but 
it should not be necessary for the nor- 
mal individual to use a drug to reduce 
the tension of his nervous system. 
God has provided the quiet of nature 
somewhere within the reach of most 
men. 


The third doctor suggested by that 
wise man of three and a half centu- 
ries ago was Dr. Merryman and we 
may interpret his counsel to be the 
use of diverting hobbies and avoca- 
tions which take their place with rest 
as an important part of modern life. 
Getting the mind away from the of: 
fice is as important as getting the 
body out of it, and the ideal diversion 
consists of some form of relaxation 
which gives both mind and body an 
extracurricular interest. Sports in 
any form, especially if actively en- 
gaged in, are ideal for that purpose. 
Personally I consider golf a splendid 
antidote to the tension of the execu- 
tive’s life but other out-of-door sports 
like tennis, hunting, and fishing serve 
an equally worthy purpose. In prepa- 
ration for the older years when some- 
thing of real interest must supplant 
business activities, a diverting hobby 
—serious or frivolous—can be a god- 
send and a health preserver. 

In these troublous times, with the 
constant subconscious fear of impend- 
ing disaster, it is not easy to keep 
true gaiety and a hearty laugh in the 
program of the day. The gaiety of 
the cocktail party, firmly entrenched 
as it is in our modern social life, is 
too often an artificial substitute for 
wholesome fun. While alcohol is rec- 
ommended by many doctors in very 
moderate quantities as a relaxant for 
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arterial tension, we must remember 
the fact that from the serious study 
of the problems of alcoholism it is 
believed that anyone may become an 
alcoholic. That finding should keep 
those of us who believe in preserving 
our well-being from excessive use of 
that social poison. The habit can be a 
dangerous one. The other social 
poison, smoking, is such a controver- 
sial issue that I shall leave it to the 
statisticians who, to my mind, have 
piled up some formidable data on its 
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relationship to cancer and heart dis- 
ease. 

I have made this discussion on your 
health a sermon and for that I apolo- 
gize. I can only say that the modern 
doctor appreciates the superlative 
value of you men who work hard in 
the management of business, and we 
should like to keep you as fit as pos- 
sible so that the wonderful institution 
of free enterprise in this great coun- 
try of ours shall be continued by wise 
men who will reach that promised old 
age in a state of healthful happiness. 





The Challenges to Free Enterprise 
(Continued from page 201) 


vanced a new argument to justify the 
construction of more and more Fed- 
eral power projects. Very briefly, the 
argument is that the Soviet Union is 
adding kilowatts at a greater rate 
than the United States. 

Now, this may well be true about 
the Soviet Union but the logic of try- 
ing to equate our growth in this field 
with Soviet Union growth escapes me. 
In all the arguments citing the Soviet 
progress one fact is always omitted, 
namely, to what extent is the Soviet 
citizen benefiting from the additiona! 
power. 

We have no power shortage in the 
United States. In fact, we have ample 
power reserves. Our rate of expan- 
sion is such that it will continue to 
meet our needs and maintain these 
ample reserves. 

Furthermore, we know why it is 
we are expanding our power capacity. 
It is to give our citizens more of the 
good things of life—more electrical 
appliances to cut domestic labor, 
more electrically operated tools of 
production, more automatic services 
—in short, to improve our standard 
of living. 

Is this what the Russians are do- 
ing? If they are, I can’t see any 
reason to be disturbed. Do we want 
them to remain peasants? Or do we 
want them to achieve a better stand- 
ard of living and perhaps in the proc- 
ess of doing so become less of a 
menace to us? If, on the other hand, 
this rapidly increasing Russian power 
capacity is geared to the production 
of war weapons, then we have cause 
to be disturbed. But disturbed, not 
because of the power capacity, but 
because of the objective for its in- 
stallation. 

If we decide we need more power 


for military objectives, we can install 
it through our tried and proven chan- 
nels of free enterprise. But you know 
and I know that this is not what many 
are thinking. They want more Fed- 
eral power projects to provide more 
power for those privileged Americans 
who benefit from the _ preference 
clause. And, the larger this privileged 
class grows, the more difficult it is 
for you to fight back. 

How do we meet this whole problem, 
the problem confronting you and your 
industry, and the problem confronting 
our entire economic system? 

Partly the answer lies in the minds 
and the hearts of our people. But we 
live in an increasingly complex world 
and, too often, the effort required to 
learn the issues involved proves too 
burdensome. Even so, we have a re- 
sponsibility to see that people do un- 
derstand these matters. If the issues 
are understood, people will make the 
right decisions. 

Your industry has a tremendous 
responsibility. Being in the front line, 
you have to make sure you don’t go 
down.. Those of us in Congress who 
know you and understand your prob- 
lems will do our part. But our num- 
bers are too few, they must be in- 
creased. And this brings us_ back 
again to the minds and hearts of 
people. They must be informed and 
know the issues at stake. 

Here we all have a job to do. We 
must, in effect, “Each one, teach one.” 

Each one of us must teach another 
what we know about this issue. None 
can rest... till all our freedoms are 
made secure. 

A wonderful world can be ours to- 
morrow. But, it is today when we 
determine whether we gain it through 
freedom or lose it through slavery. 








Is Your Top Management “Tops”? 


By S. L. Drumm 


Executive Vice President, West Penn Power Co. 


An address before the Twenty-Sixth Annual Convention of the Edison Electric Institute, 


our industry the spotlight has 

been on the solution of prob- 
lems in the fields of engineering, con- 
struction, financing, or marketing. 
Now it is timely to put the spotlight 
on operations improvement. Improve- 
ment in the conduct of every single 
phase of our companies’ activities— 
the increasing of our efficiency 
through better management — pre- 
sents a never-ending opportunity and 
a continuing challenge. 


\ various times in the history of 


Efforts Must Pace Opportunity 


This is not to suggest that we 
haven’t been improving our opera- 
tions, or that the caliber of our man- 
agement has not been changing for 
the better. Not at all, because that 
would obviously be untrue. But it is 
to urge the importance of being sure 
that our approach is comprehensive 
rather than piecemeal, that we be 
quick to study the applicability to our 
companies of new methods and tech- 
niques developed by others, and that 
we actively search out improvements 
for ourselves. The urge is to make 
sure that the spotlight is there and 
that we are “farming” as well as we 
know how. In short, we must be alert 
to be sure that our efforts match the 
opportunity and the challenge of 
operations improvement. 

To continue to compete favorably 
in the money market by obtaining 
operating results that will earn the 
support of the investor, an industry 
that continues to double in size every 
decade and that will need an estimated 
$123 billion of new money by 1979 
should keep its management tech- 
niques razor-sharp. 


Challenge of Future 


An industry that is under unremit- 
ting attack by government power 
zealots should continually make full 
use of modern management tools and 
techniques to bring about such a de- 
gree of efficient operation, with con- 
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comitant low rates and good service 
as a firm basis for earning the sup- 
port of the public, to enable us to say 
in 1979 as confidently as we are say- 
ing today—Power Is Our Business. 

In an industry whose wages are 
largely subject to negotiation and 
whose prices are regulated, with a 
regulatory lag that works against it 
in these days of continuing inflation, 
methods improvement is an outstand- 
ing area in which management is free 
to move. 

The methods used in our industry 
are constantly improving. That 
should not stop us from probing, in 
each of our companies, whether our 
own methods are fully as good as 
they can be. 

We should ask ourselves whether 
our methods are good enough for to- 
day—whether we are searching out 
methods improvements and putting 
them into effect to the optimum ex- 
tent. For example, are we, on a 
planned and comprehensive basis, up- 
dating our organization structure; 
programming the reduction of excess 
personnel; modernizing purchasing 
practices; thinking through our pol- 
icies; establishing service standards; 
simplifying procedures; keeping our 
marketing methods updated; seeing 
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that our engineering manuals, wiring 
rules, operating and maintenance 
standards, and personnel practices 
are free of barnacles; and making 
optimum use of labor-saving devices? 
Are we using controls that really tell 
us how our various company units 
and our companies as a whole are do- 
ing against our own _ established 
norms and industry trends, as the 
sine qua non for bringing about im- 
provement? 


Today’s Methods for Tomorrow? 


We should ask ourselves, _ too, 
whether our methods will be good 
enough for tomorrow and, if not, 
make ready for the needed changes. 
Our growth tends to make some meth- 
ods obsolete. In the next decade we 
must add the equivalent of the elec- 
trical facilities that have been build- 
ing for three-quarters of a century; 
in the decade beyond that, we face 
the prospect of adding facilities ap- 
proximating twice those we now have, 
bringing our electrical size to about 
four times that of the present. 

With this growth may come need 
for making substantial changes in 
organization structure and in assign- 
ment of responsibility for various 
functions, including line-and-staff re- 
sponsibility, better communications, 
and increased codification of policies, 
procedures, and standards; need for 
engineering decisions based upon 
clear vision, readiness to change, and 
a long look ahead; and need for rais- 
ing sums of money that dwarf what 
we are now raising. 


Not Presidents Only 


For a company to be out front in 
the methods it uses, its top manage- 
ment should work everlastingly at it. 
By “top management” we do not mean 
presidents only, but rather the entire 
upper-level team which includes most, 
if not all, of you. To attain optimum 
overall efficiencies,. top management 
should constantly motivate, organize, 
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plan, prod, and control. Otherwise, 
such optimum efficiencies will not be 
attained. But with leadership and 
motivation, the search for better 
methods becomes part of the com- 
pany’s way of life. Don’t you agree 
that that’s the kind of leadership it 
takes to make a company’s top man- 
agement “tops”? 

Each of us is fortunate in that, in 
addition to the better methods we 
ourselves develop, improved methods 
developed and tested by others are 
freely available to us through the 
trade press and our industry asso- 
ciations. Not all fit our needs nor are 
timely for our use. But many do and 
are. There are three generalizations 
that will bear emphasis. 


Top-Level Structure Important 


Probably no single thing is so im- 
portant in assuring this kind of lead- 
ership as having the right kind of 
top organization structure. The span 
of responsibility of each member 
should be such that one person can 
handle it adequately. Responsibility 
for functions should be carefully as- 
signed with like things grouped to- 
gether and with a_ well-understood 
separation of line-and-staff functions. 
The top executive staff should be free 
of drones and should be made up of 
competent people well grounded in 
modern management techniques. In 
staffing the top organization, no one 
can afford the luxury of waiting for 
years for death and retirement to 
open the way for what we know must 
be done. 

By conscious effort and by planning 
well ahead, the top jobs can be staffed 
with people who are really “tops.” 
Using the most advanced techniques, 
it is possible to identify, at a very 
early stage, those men with the men- 
tal equipment, drive, emotional sta- 
bility, and the other qualifications 
necessary to achieve managerial suc- 
cess. They should be given wise, 
progressive development over a long 
period of years; opportunity to ex- 
ercise their capacity and to grow and 
progress; and rewards commensurate 
with their achievements. 

The importance of having the right 
kind of organization structure can 
hardly be over-emphasized. It’s the 
tree trunk on which the limbs and 
branches depend for support and sus- 
tenance. Without a well - rooted, 
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strong, upright trunk you can’t pos- 
sibly have an outstanding tree. 

So if we want the good manage- 
ment that alone can assure optimum 
overall results, the first generaliza- 
tion is that we look to our organiza- 
tion structure, particularly the top 
structure. 

The second generalization is that 
the decision as to whether and how 
much we should decentralize should 
not be left to chance but should re- 
sult from careful study and from hav- 
ing an eye to future needs. As we 
grow, it is likely that the trend will 
be toward more decentralization to 
put decision-making nearer the point 
of action in order to speed up de- 
cisions. 

If responsibility is moved out to- 
ward the operating districts, care 
should be taken to move commen- 
surate authority, and there should be 
the appropriate increase in accounta- 
bility. If more decentralization is in- 
dicated, to get the full benefits line- 
and-staff responsibilities should be 
sharpened up; there should be ade- 
quate communications without sti- 
fling initiative and adequate controls 
without changing decentralization in- 
to abdication. 

The third generalization is that to 
minimize errors, decisions that are 
made on a day-to-day and year-to- 
vear basis should be made against a 
backdrop of studying and planning 
ahead in all areas of company inter- 
est and should be based on the best 
forecasts we know how to make. The 
way to more nearly assure that im- 
portant long-range objectives are 
reached and that things we would 
like to have happen actually do hap- 
pen is to plan it that way long enough 
in advance. 


Beyond Five Years 


We might well ask _ ourselves 
whether in our company we are at- 
tempting such planning on a suf- 
ficiently organized and comprehensive 
basis. Of course, all companies do 
planning of the three to five years’ 
variety, and sometimes longer, espe- 
cially in certain physical facilities 
such as generation and transmission. 
But we’re talking about even longer 
periods and inclusion of such fields as 
marketing, personnel, accounting, 
financial, engineering, operating, and 
power production. 

Top executives can’t afford the time 
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to put out the daily fires with hand 
extinguishers. But they — should, 
through proper delegation, make 
available the time needed to build a 
fire-prevention program and a better- 
equipped fire department. 

So the third generalization is that 
to help assure optimum results, we 
review the adequacy and comprehen- 
siveness of our forward-looking ob- 
jectives and plans. 


New Methods 


Now let us consider a few exam- 
ples of some of the newer methods 
that might beneficially be used more 
widely. Some of them you are already - 
using. Others may be of help to you. 
If you are not already doing so, you 
may want to consciously search out 
better methods that will increase your 
company’s efficiency and to study them 
for use in your area of company re- 
sponsibility. If you are the chiet 
executive officer of your company, you 
may want to guide your staff in doing 
this. Don’t you agree that this is an 
essential step in making your top 
management “tops”? Here are a few 
examples of modern methods used by 
all too few companies to reduce costs. 
While no company names are given, 
they are readily available. 

Centralized billing on machines is 
now quite general, but it is only re- 
cently that machine posting of cash 
records at centralized locations has 
been developed. It mechanizes one of 
our most tedious routines, that of 
maintaining current daily records on 
the status of customers’ accounts re- 
ceivable. It involves daily posting, 
along with cash controls and balanc- 
ing for thousands of accounts. One 
company with over 400,000 accounts 
claims a saving for its mechanical 
cash posting in 1957 of $50,000 from 
1954 costs despite salary increases of 
12 per cent. A second company with 
about 600,000 customers estimates 
annual savings of $150,000. A third 
with over 300,000 customers, which is 
now installing this method, expects 
annual savings of at least $50,000 
with a possibility of substantially 
more. 

Without adequate control the vol- 
ume of office work continues to grow 
inordinately and the number of office 
workers along with it. In the humor- 
ous but provocative and popular book, 
“Parkinson’s Law,” the author states 
it this way, “Work expands so as to 
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fill the time available for its com- 
pletion.” 

One answer to the problem of bur- 
geoning office work is office work mea- 
surement which, although not an ex- 
act science, has become something of 
an art. Using the services of a con- 
sulting firm in applying office-work- 
measurement techniques, a_ large 
metropolitan utility has reduced its 
office personnel by one-seventh despite 
a 10 per cent increase in work load. 

Rough work measurement of the 
do-it-yourself variety in a clerical sec- 
tion of a Northeastern utility in 
which twenty-six people were studied 
indicated that the work could be done 
by twenty people, a 24 per cent reduc- 
tion. The work force is already down 
to twenty-two, with a substantial im- 
provement in morale because most 
people like to be fully loaded with 
work. The reduction was carried out 
through normal attrition or by trans- 
fer, so that no one was discharged. 
Imminent retirements of two people 
will complete the personnel reduction. 

In a talk entitled, “The Long, Hard 
Fight to Control Overhead Costs,” 
Richard Neuschel, of McKinsey & 
Co., gave examples of office personnel 
reductions of 40 per cent, 50 per cent, 
and 12 per cent, the last associated 
with a work increase of 25 per cent. 
He stated that each of these com- 
panies is a leader in its industry, with 
a sound long-term earnings record 
and a reputation for being well man- 
aged. Then he made this striking 
statement, “It has been my experi- 
ence and that of my associates that 
there are few companies of any size 
which do not have hidden savings 
opportunities of at least 25 to 30 per 
cent in their overhead costs.” 
Whether or not this quotation is ap- 
plicable to utilities, we cannot over- 
look the opportunities for cost sav- 
ings in office work. 


Inventory Control and Savings 


Inventory controi is another fertile 
field for savings. Almost all electric 
companies have what they call inven- 
tory control, although in many in- 
stances it is only the setting of maxi- 
mums and minimums on the various 
stock items. Does the inventory con- 
trol system in your company recog- 
nize such factors as the cost of carry- 
ing material, of processing an order, 
of economical order quantities, of ob- 
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solete material 
costs? 


stocks, and other 

In one company with three years 
of real inventory control behind it, 
there has been an adjusted price de- 
crease in inventory value of $800,000, 
or 18 per cent, with approximately 
another $500,000, or one-third, reduc- 
tion in capitalized stock costs. This 
represents an annual saving of $130,- 
000 and in carrying charges alone, 
despite the fact that 1957 disburse- 
ments were $114 million above those 
of 1954. 


Economic Dispatch Computer 


The economic dispatch computer as 
a load dispatching tool first came into 
use four years ago. Since that time 
about fifteen have been installed or 
ordered by electric companies. This 
equipment, with ability to take into 
account bus bar costs, transmission 
losses, and tie-line deviations, saves 
money and simplifies the work of 
the load dispatcher. A company hav- 
ing over 3300 megawatts of steam 
capacity, the first system to install 
this device, states that it saves at 
least $400,000 per year; the last sys- 
tem of which we know, estimates an- 
nual savings that will repay the in- 
vestment in one-and-a-half years. 

Here are two other examples em- 
ploying automation techniques: 


One is the installation, in the 
older portion of a power station, of 
a rather complete centralized in- 
formation system of the kind nor- 
mally found only with newer equip- 
ment. The result was a reduction 
in the operating force of from 54 
to 41 men, thereby releasing 13 
men for the operation of two new 
units at the same station. So in 
spite of almost doubling the station 
capacity from 264 mw to 486 mw, 
the total number of operating per- 
sonnel required remains the same. 

The other example is that engi- 
neers of one company have em- 
ployed electronic computation of 
turbine heat rates in order to op- 
timize the scheduling of turbine 
overhauls. These techniques not 
only minimize the possibility of 
error but also release skilled tech- 
nical manpower for other work. 


Another means of cost reduction 
comes from objective study of the 
best number of districts and divisions, 
the best boundary lines for them, and 
the best location of service centers 
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and regional headquarters. One com- 
pany, as a result of thorough study, 
combined three former districts into 
one, built a modern, centrally located 
district service center, and saved over 
$100,000 a year. 

Here’s another along the same line. 
A study showed that a particular 
company could reduce the number of 
divisions and of districts by one each, 
without hurting services to customers. 
The changes were conservatively esti- 
mated to result in a net decrease of 
$187,000 per year in operating ex- 
pense. 

Some utility companies can benefit 
greatly by improving their engineer- 
ing. Proper engineering standards 
and design hold capital costs down 
and contribute substantially to oper- 
ations improvement. 

We should have open minds and 
should be alert: to recognize soundly 
based engineering trends and to em- 
brace them at the proper time. For 
example, the practicability of employ- 
ing steam at super-critical pressures 
of the order of 4500 psi and 1150° F. 
has already been demonstrated. A 
recent study by one manufacturer 
indicates that significant fuel savings 
are possible from further increases in 
pressure and temperature up to 10,- 
000 psi and 1450° F., respectively. It 
is not suggested that you should 
adopt these ideas but, rather, that 
they be studied as to their suitabil- 
ity for your situation. Also, in this 
country 345 kv transmission is al- 
ready a well-accomplished fact and 
500 kv is under test. Whether and 
when to go to extra high voltage 
transmission are matters for very 
careful consideration. Engineering ad- 
vances such as these, if adopted at 
the right time and if applicable, con- 
tribute greatly to overall company 
efficiency. 


More Standardization Needed? 

The question may well be raised as 
to whether we need much more stand- 
ardization industry-wise. We suffer 
from the tremendous variety of en- 
gineering practices throughout our 
industry, some of which must be un- 
necessary. Let us this 
further. 

In planning system expansion we 
naturally utilize to the greatest pos- 
sible extent the present plant invest- 
ment of over $37 billion; so existing 
facilities tend to be weighted very 
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heavily when we are planning new 
facilities. 

But history shows that about three- 
fourths of present plant investment 
was made in the past 20 years. Based 
on forecasts of our growth, we can 
expect that about three-fourths of the 
investment in 1978 will have come in 
the 20 years ahead of us. In plan- 
ning future systems, therefore, the 
weighting might well shift toward 
the new facilities. 


Standardized Voltages 


Here’s just one example in a field 
in which our industry spends $200 
million a year. While substantial 
standardization progress has_ been 
made in distribution transformers, 
we still find a large number of voltage 
ratings in use today and many trans- 
formers that must have different com- 
binations of taps to permit their use 
on systems of essentially the same 
voltage class but of slightly differing 
operating voltage levels. Industry- 
wide standardization of a single pri- 
mary feeder voltage somewhere be- 
tween 22 and 35 kv would provide a 
tremendous savings to the industry. 

If the roughly 600 different va- 
rieties of distribution transformers 
which must be manufactured and 
stocked today to meet our needs are 
to be held constant let alone de- 
creased, then now is the time to do 
something about it. This is just one 
example of a challenging opportunity 
to reduce costs through a bold but 
realistic approach to standardization. 


Engineering Standards 


Within many companies, engineer- 
ing standards carefully prepared, 
kept up to date, adequately dissem- 
inated, and made mandatory as to use 
make possible substantial savings. 
And other standards can help, too. 

One company has done a magnifi- 
cent job in reducing the number of 
different types of distribution trans- 
formers it purchases from 50 to only 
seven, with obvious savings in invest- 
ment in transformers as well as in 
other purchasing, warehousing, and 
clerical costs. 

In the marketing field it’s difficult 
to associate better methods with cost 
reduction. Better methods may in- 
volve cost increase and frequently do 
—but certainly they involve better 
results for money spent. In addition 
to the ever-present need for good 
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management to help assure this, there 
are some basic attitudes and practices 
that make for better results and that 
should be given serious consideration. 

In the commercial and industrial 
sales fields greater beneficial use can 
be made of such mass-selling devices 
as conducting do-it-yourself courses 
for personnel of customers and trade 
allies. These sales aids have a big 
leverage effect and turn trade allies 
and customer employes into salesmen 
for us. 


In the residential sales field greater 
progress is now being made than 
ever before in coordinated selling by 
all branches of our industry. But 
many of us haven’t yet taken ad- 
vantage of the benefits of pulling 
together and of using plans, pro- 
grams, and materials carefully de- 
veloped and packaged for our use 
and available at much lower cost than 
any partial substitutes we could 
contrive ourselves. To be “tops,” 
sales management should give care- 
ful thought to using the EEI-NEMA 
coordinated calendar, to implementing 
the fine HOUSEPOWER program 
locally, to participating in the Medal- 
lion Homes program, to having an 
organized approach to the home 
lighting market with use of the 
Better Light Better Sight programs, 
and to supporting the proposal that 
EEI assume dynamic leadership in 
promoting Live Better Electrically 
on an industry-wide basis. 

It’s no longer a rarity for electric 
companies to have area development 
programs to encourage industry to 
build in their service areas. But not 
all companies have yet realized that 
area development may properly en- 
compass much more than merely 
industrial development. For example, 
it may call for a broader approach to 
make the area a better place in which 
to work and play and raise one’s 
family. That, in turn, calls for active 
community betterment with utility 
leadership to provide city beautifica- 
tion, youth programs, cultural and 
recreational facilities, better muni- 
cipal services, good land use plan- 
ning, and the like. 

Top management can’t be “tops” 
without carefully studying what it 
can best do to build its business in 
all major markets and to make its 
service area more attractive to busi- 
mess and industry. 


“Work simplification,” “better 
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methods,” ‘methods improvement,” 
or whatever name is given to training 
company personnel in the basic ideas 
of the concept of cost reduction, is 
an important means of improving 
efficiency. It has been defined as “the 
organized use of common sense by 
the man on the job to find easier and 
better ways of doing work.” Its 
underlying philosophy is that there is 
always a better way and that a 
systematic search for better ways by 
those doing the work is bound to be 
more fruitful than a hit-or-miss ap- 
proach. Through such training one 
electric company estimates a saving 
of $2.58 for each dollar spent; an- - 
other estimates that its saving was 
as high as $1 million in one year. 


Organizations of the Industry 


Like others before me, I would like 
to emphasize the losses and _ inef- 
ficiencies that result from our di- 
visions and from our non-participa- 
tion in, or lukewarm support of, 
organizations dedicated to the benefit 
of our entire industry. Assuming 200 
companies as the eligible base, EEI 
has almost universal support, with 
94 per cent of companies and 95 per 
cent of meters represented in it. But 
NAEC has but 56 per cent of com- 
panies representing 78 per cent of 
meters; ECAP has 56 per cent of 
companies with 62 per cent of meters; 
and PIP, 35 per cent of companies 
with 50 per cent of meters. 

It is not suggested that every 
company should be in every one of 
these organizations but that this sub- 
ject deserves careful review. Certain- 
ly if all these groups had member- 
ship as representative as that of EEI, 
they could do more effective work 
and could reduce their charges as 
weil. Where membership is appro- 
priate, support of these organizations 
is a two-way street. Benefits accrue 
not only to the industry but to the 
individual companies as well. Par- 
ticipation puts management in a bet- 
ter position to intelligently direct 
company affairs and help to inform, 
to inspire, and to motivate company 
representatives working with these 
organizations. 

Is your top management “tops”? 
Certainly we have not given you the 
answer to that question. At most we 
can hope to have provided a partial 
check list to stimulate your own 

(Continued on page 231) 
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FEEL a good bit like the fellow 
who came back to town after an 
absence of 10 years. 

His friend said, “Andy, where have 
you been? I haven’t seen you in pretty 
near 10 years. Where you been hid- 
ing?” 

“Prison,” said Andv. 

“Prison!” said his friend. 
for?” 

“Swindling,” said Andy. 

“You never swindled anybody,” 
protested Andy’s friend. 

“I know,” said Andy, “but the dis- 
trict attorney made me out so smart, 
I just couldn’t bring myself to contra- 
dict him.” 

When your emissaries got through 
with me, I felt very much like Andy. 
I just couldn’t bring myself to con- 
tradict them and inform them that 
you should be telling me about public 
relations, not the other way round. 

I have observed your industry for 
a good many years. I saw you take it 
on the chin, pick yourself up, go down 
a second time, then pick yourself up 
again. 


“What 


Strong Public Position 


Today, it is my belief you occupy 
the strongest public position in your 
history. This is the opinion of an out- 
sider and it is not based on any pro- 
found research, but sometimes such 
off-the-cuff opinions are helpful. 

I would also say in ali sincerity that 
much of the credit for your improved 
public position should go to the well- 
conceived and well-planned public re- 
lations activities you have undertaken 
as a group and as individual compa- 
nies. 

You have established yourselves as 
experts in the field of public relations. 
However, if, notwithstanding that, 
you folks in Newcastle still want coal, 
I for one do not object to carrying it. 

Let me begin with a confession. I 
am not very proficient in public rela- 
tions semantics. Sometimes I even 
have my doubts whether public rela- 
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tions has yet attained the stature of 
other professions. 

For one thing, we don’t have any 
impressive paraphernalia. The engi- 
neer has that mysterious contraption 
called the slide rule; the accountant 
has his calculator. Doctor and dentist 
have formidable assortments of weap- 
ons, while the lawyer can cite obscure 
cases from forbidding shelves of 
musty volumes. 

We have no accessories in our 
trade, and I think this is one reason 
for the tendency I have noticed to 
surround public relations with a mum- 
bo-jumbo of mysterious phraseology. 

Such phrases as “the engineering 
of consent,” “perceptual context’? and 
“social lubricity.” 

In one rarified discussion a practi- 
tioner defined public relations as “the 
science of propulsion of motivation.” 

My concept of public relations is 
somewhat more down to earth. To me 
it means primarily— 

“Getting along with people.” 

A company can be said to have 
good public relations if it gets along 
with people. 

A good public relations man has 
the ability to get along with people 
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—people individually and people in 
groups. Unfortunately, some public 


Wetter itisnces 


relations men mistake the first for i 


the second. They think, if you get 
along with people individually 
a martini, for instance—the 
comes easy. 

Actually, the second is more impor- 
tant—getting along with people in 
groups—employees, customers, share- 
holders, suppliers (in our case), deal- 
ers, neighbors and, of course, that 
biggest and most indefinite of all 
groups—the public. 

Perhaps I had better explain a 
point that frequently confuses our 
thinking about public relations. 
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Actually, we use the phrase “public é 


relations” to describe two separate 
things—a state of being and an activ- 
ity. 

Public relations means, first of all, 
a company’s relations with the public 
—in other words, how it stands with 
the public, whether people like or dis- 
like it and its products. In this sense 
public relations is a plural noun. 


Also Public Relations 


But public relations also means the 


things the company does in a formal- . 


ized activity to influence its relations 
with the public. In this sense it is 
singular. 

All groups have “public relations” 
spelled with a small “p” and a small 
“yr.” Whether we like it or not, 
whether we want to or not, you and 
I have relations with the public or 
a public. 

But—whether these relations are 
good or bad can depend in substantial 
degree on what we do about them in 
a conscious way. This is Public Rela- 
tions, the organized activity, with a 
capital “P” and a capital “R.” 

I think it is important to make this 
distinction. Otherwise we tend to be- 
come bogged down in a morass of 
words. It is important to know, when 
someone says the Hometown Edison 
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Company has good public relations, 
whether they mean it has a smart 
public relations staff or whether they 
just mean its relations with the pub- 
lie are good. 

Not too many years ago a company’s 
relations with the public were pre- 
sumed to be good until they got so 
bad they smelled to high heaven. At 
this point the company president 
would get a bit worried, call in us fire 
laddies and say he thought he de- 
tected a faint aroma of smoke. Of 
course, the whole place was ablaze by 
then, and often there was nothing to 
do but rebuild from the ground up. 


Public Knows Pig in Poke 


Some public relations practitioners 
are still required to spend most of 
their time trying to make a silk purse 
out of a sow’s ear. By and large, 
however, the public has learned to rec- 
ognize a pig, even in a poke. 

What this means is that public re- 
lations has to start with a solid 
foundation of good deeds. This is 
what we have in mind when we say 
that the job done is an essential pre- 
requisite to public acceptance. Make 
a good product, live right, treat your 
employees well, be competent man- 
agers and so on, and you have laid a 
solid foundation for good public rela- 
tions. 

For the very small company this is 
usually the sum total of good public 
relations. Good employer, good prod- 
uct, good service, good neighbor; add 
them up and you have good relations 
with the public. 

Fortunately for us in the business, 
this is not the whole story by any 
means. For the larger company, while 
doing a good job is fundamental to 
good public relations, how you do the 
job is important too. The job must be 
done in the right way or the effect on 
one’s public relations can be little 
short of disastrous. 


Hell Broke Loose 


Some years ago we decided to build 
a plant in—let’s call it, Glen Springs. 
We got together a tract of land. Then 
we drew up our plans, filed them and 
petitioned to have the property re- 
zoned for heavy industry. Immediate- 
ly, all hell broke loose. Citizens com- 
mittees, action committees, church 
groups, town councilmen jumping on 
the band wagon—you’d have thought 
we were planning to pillage and sack 
the community and carry off the 
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women and the children into slavery. 

.It took months to convince Glen 
Springs that we weren’t going to 
build an eyesore; we weren’t going to 
pollute their river; we weren’t going 
to create a smoke nuisance; our 
trucks weren’t going to endanger 
their children. Eventually, we did 
win reluctant consent to the project 
and went ahead and built our plant. 
What is the sequel? Today our com- 
munity relationships in Glen Springs 
couldn’t be better. The people there 
are very proud of their General Mo- 
tors plant. 

But how much simpler if commu- 
nity leaders had been consulted right 
after we acquired the land, if our 
plans had been explained to them, if 
assurances had been given as to what 
the plant would not be. What a monu- 
mental effort would have _ been 
avoided. We had to learn our lesson 
the hard way. 

One reason for this, I think, was 
that public relations in those days was 
the frosting on the cake—something 
you put on after the layers came out 
of the oven and just before company 
came. This brings me to a most im- 
portant point. 

Doing a good job in the right way 
means, among other things, giving 
consideration to its public relations 
aspects at the very start. 

This explains why we say that pub- 
lic relations is a management func- 
tion—a top management function. 
Every policy decision, every adminis- 
trative action all down the line, has 
a public relations aspect to which con- 
sideration must be given. And this 
consideration must come before the 
decision is made or the action taken—- 
not after. 

As I pointed out a moment ago, 
public relations started out as a fire 
department, and we still get called 
out in the middle of the night on oc- 
casion. But increasingly we are con- 
cerned with preventing fires by hav- 
ing something to say about the 
materials that go into the house in 
the first place. 

If we had given consideration to 
the public relations aspects when we 
first decided to build a plant in Glen 
Springs, I doubt we would ever have 
been in trouble. We would have asked 
ourselves right at the start, will the 
community oppose the idea and for 
what reasons? Have we answers to 
objections that will seem valid to the 
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community? How best can we present 
them? 

Mind you, I am not saying that the 
public relations aspect of any policy 
or action should control. Usually, 
other considerations come first. 

A lay-off, for example, may not 
seem wise from the public relations 
standpoint, but when customers lack 
confidence and exercise their right to 
refrain from buying, lay-offs become 
necessary. In making the decision to 
lay off some employees we should, 
however, be aware of what the public 
reaction will be. 


Duty of Businessman 


The point to be borne in mind is — 
that public relations is never an end 
in itself but only a means to certain 
ends. A good public standing in the 
community is not worth much to the 
company that has gone broke achiev- 
ing it. As D. W. Brogan says, the 
duty of the businessman is to keep 
his company solvent and this duty 
transcends all others. This may seem 
obvious, but I am afraid that some- 
times it is forgotton. 

If we keep in mind that our end 
objective in seeking to improve our 
public standing is not solely to be- 
come “a jolly good fellow” but pri- 
marily to increase sales or do a better 
production job—in other words, to 
perform our function of operating a 
profitable business—then we shall be 
better able to identify and assess the 
public relations aspects of policies and 
actions. 

Going beyond our immediate re- 
action that a lay-off will be unpopular 
and therefore unsound from a public 
relations standpoint, we may conclude 
that in.a specific instance it is actu- 
ally in the long-term public relations 
interest of the company. 


Which Is Worse? 


This may appear to be a pretty 
agile rationalization, but bear with 
me a moment. Are employees tempo- 
rarily out of work better off than ex- 
employees of a company that has gone 
broke? Is a community with a plant 
at half-mast better off than one with 
a factory whose windows are broken 
and whose parking lot is knee-high 
with weeds? 

I am mindful of a company that 
thought it was building good rela- 
tions with its employees by agreeing 
to substantial concessions having to 
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do with the operation of the plant. 
This was when its products were in 
great demand after the war. Now, 
even the employees themselves are 
critical of this management for im- 
periling their jobs by letting the com- 
pany get into a bad competitive situ- 
ation. 

What the management failed to do 
was take a firm position and then give 
the reasons for it. This leads me to 
another important part of the Public 
Relations job. First, it is important 
to let people know. Second, it is im- 
portant to explain. 

Even when we know our action will 
have a good public reaction, it is im- 
portant to publicize the action. Doing 
a good job in the best way possible 
is not enough. A good deed doesn’t 
necessarily speak for itself. There is 
no beaten path to the door of the bet- 
ter mousetrap builder who hides his 
light under a bushel. 

For the individual, modesty may be 
a virtue, but there are few companies 
that can afford this luxury—for long. 

It is important to explain lest there 
be any chance that your policy or 
action can be misinterpreted. We as- 
sumed that Glen Springs would wel- 
come the obvious (to us) benefits of 
a General Motors plant. We over- 
looked the fact that to our prospec- 
tive neighbors there were certain ob- 
vious (to them) disadvantages. 

It is important to let people know, 
to explain, even when a contemplated 
action is sure to have a bad public 
reaction. We have found .to our sor- 
row that if we don’t announce the 
closing down of an operation and 
don’t explain it, the union will. Un- 
fortunately, the union explanation is 
seldom the same as ours. 

It has been said that from the 
standpoint of public relations the im- 
portant thing is not what you do or 
are but what the public thinks you 
do and are. Without subscribing to 
this rather cynical philosophy, the 
fact must nevertheless be accepted 
that for us the shadow often looms 
larger than the substance. And if 
the shadow happens to be reflected 
off a—shall we say—oblique surface, 
one that is not four-square, the result 
may well be a quite distorted image 
of the substance. 

It’s like those mirrors in the fun 
house. “Business prudence” becomes 
“capitalistic greed”; “enterprise” 
changes to “aggression”; “efficiency” 
distorts to “ruthlessness.” Qualities 
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you had always considered virtues 
suddenly are made to appear most 
reprehensible. 

Some years ago one of our plant 
managers was invited to appear be- 
fore a citizens’ committee engaged in 
an important community study. For 
good and sufficient reasons—the plant 
manager had to determine if any help- 
ful material could be made available 
—he delayed his acceptance. Two 
months later he still hadn’t accepted 
because the material still wasn’t 
ready. 


Telegram from the Blue 


Then, out of the blue, he got a 
telegram from the committee accus- 
ing him of not even giving them the 
courtesy of an acknowledgment. For- 
tunately, the telegram was never 
made public, but if it had been, Gen- 
eral Motors would not have appeared 
in a very good light. 

In this case the shadow cast would 
have been our own fault. We had 
good reasons for delaying, but we 
didn’t stop to think what other con- 
struction could be put upon our fail- 
ure to reply. We didn’t visualize the 
local headlines which undoubtedly 
would have read, “GM Flouts Com- 
mittee.” 

If you will permit me to change 
metaphors in midstream, it is my be- 
lief that public relations has an obli- 
gation to chart a course through these 
treacherous shoals and reefs of mis- 
interpretation and misrepresentation. 
It is not enough to be prepared to 
man the lifeboats. We must call at- 
tention to the danger of running 
aground. 


High-Order Judgment Needed 

Because we have no psycho-sonic 
depth finders with which to detect 
the submerged rocks and sandbars of 
public misunderstanding that may lie 
ahead, this calls for judgment of a 
high order—judgment based on ex- 
perience and compounded with imag- 
ination. Imagination is most impor- 
tant because it is only by the use of 
imagination that we can assess the act 
of today in terms of the repercussions 
of tomorrow. In the case of the in- 
vitation to appear before the citizens’ 
committee, I am afraid we were guilty 
of lack of imagination. 

To sum it up, good relations with 
the public derive from doing a good 
job, doing it in the right way (be- 
ginning with the initial management 
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decision) and seeing to it that people 


are properly aware of the job done 


by means of a good Public Relations § 


activity. 
That’s a pretty long and involved 
sentence so let’s try again: 


ha 


Good public relations (with a smal] : 


665,99 


p and a small “r’’) 
sound decisions effectively carried out 
and implemented by good Public Re- 
lations (with a capital “P” and a 
capital “‘R’’). 

How does one know when one’s re- 
lations with the public are good? 

Public Relations in its positive 


result from 7 


Tal 


sense may be likened to preventive 7 


medicine. 


Both Public Relations and | 


preventive medicine attempt to pre- 7 


vent situations from arising that may 
lead to unpleasant results. Neither 
can be sure that these unpleasant re- 
sults would have arisen if the preven- 
tive measures had not been taken. 

In terms of large groups and over 
long periods of time benefits are evi- 
dent from both preventive medicine 
and Public Relations. We know that 
people on the average live longer than 
they used to. We know that the pub- 
lic standing of General Motors has 
improved over the years, and we think 
that Public Relations can claim a 
measure of credit. 

As of any particular moment, the 
evidence is not so clear. It is almost 
as difficult to interpret the pressures 
of public opinion as those that make 
our weather. We do, however, have 
certain barometers, weather vanes, 
cloud formations and other signs 
available. By putting them all to- 
gether, we get some sort of a weather 
map of public opinion. 

In our case, we keep tabs on what 
people are writing and what report- 
ers are saying. News media and news- 
men reflect public opinion and they 
also affect it. 

Our representatives in the field 
serve as effective listening posts in 
their respective communities. Their 


reports are valuable indicators of 
what is developing in the “grass 
roots” of public opinion. 

Other indicators of the public 


standing of a company are opinion 
polls. Public opinion is a complex 
thing, the product of many, often op- 
posing, influences. And polling itself 
is a tricky business. For one thing 
it assumes that the public always has 


FE 
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an opinion. Unfortunately, the sad ° 


fact is that on many subjects and 
issues many people are opinionless. 
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Even more unfortunately, some won’t 
admit this to the pollster. That is 
why you can always get expressions 
of conviction on non-existent issues 
—such as: Are you for or against 
the Utility Service Act? 

The label on the public opinion poll 
package should always read, “handle 
with care.” Even so, the polling tech- 
nique is useful in measuring attitude 
trends and, in some cases, for explor- 
ing specific public issues. We use it, 
and I know you do too. 


Coals to Newcastle 


Now, I would like to carry another 
load of coals to Newcastle by telling 
you about several projection tech- 
niques (I can talk the language too) 
we have found useful in our public 
relations activity. I have labeled these 
techniques, possibly because I am 
fond of alliteration—precison, punch 
and people. 

First, “precision.” By precision I 
mean acting at precisely the right 
moment. In public relations, know- 
ing when is almost as important as 
knowing what. Bad timing can all 
but cancel out the effects of a good 
policy. On the other hand, proper 
timing can greatly increase the pub- 
lic impact of any action. 

An example of good timing oc- 
curred this spring when we released 
our first-quarter profit figures. They 
were down substantially from last 
year, but it so happened that our two 
principal competitors had put out 
their figures a short time before and 
they were down even more than ours 
were. The contrast made our report 
appear quite favorable. Unfortunate- 
ly for my point, I can’t claim that this 
example of timing was the result of 
any deliberate action on our part. We 
were just lucky. 

The second technique we have 
found it useful to give emphasis to 
in our public relations work is 
“punch.” I mean by that putting the 
extra zip into a project to lift it out 
of the ordinary and make it catch 
and hold public imagination. Punch 
calls for a flair for the dramatic and 
the unusual. 

For example, several years ago one 
of our statisticians told us we were 
about to produce our 100 millionth 
diesel horsepower. We put punch into 
that statistic and came up with the 
General Motors Powerama, a show 
which ran for 26 days in Chicago and 
was visited by more than 214 million 


EDISON ELECTRIC INSTITUTE BULLETIN 


persons. Our Motoramas put punch 
into the introduction of new models, 
and this year we are putting punch 
into our fiftieth anniversary with a 
series of Golden Milestone events. 

The third technique I want to call 
to your attention I have labeled “‘peo- 
ple.’ A company is judged more by 
the personal contacts of its people 
than by any other one thing. Because 
of this, Public Relations as an activ- 
ity cannot be carried on exclusively 
by a single staff, department or sec- 
tion. Its effectiveness is measured 
largely by the extent to which all of 
the people in the organization under- 
stand its objectives and participate 
in carrying them out. 

Ideally, all contacts with the public 
should be on a personal, a person-to- 
person basis. This is, of course, an 
unattainable goal, except perhaps in 
the case of the very small company, 
but it must be kept ever in mind. The 
objective should be for every person 
in the organization to constitute him- 
self or herself an ambassador of good 
will. 

Generally speaking, we have devel- 
oped a pretty good diplomatic service 
in General Motors—right from the 
top on down. Many of our executives 
have an instinctive knack for good 
public relations. Others have learned 
the value of acquiring skill in its 
practice. However, fortunately for 
us who make public relations a full 
time activity, our executives have 
other tasks that keep them busy most 
of the time. 


Local Activities 


In our plant cities our community 
contacts are good. Our people are ac- 
tive in seeing to it that General Mo- 
tors is identified as a good neighbor. 
This is largely accomplished by virtue 
of the fact that our people themselves 
are good neighbors. Several years 
ago we made a study and found that 
about two thousand GM executives 
were active in some six thousand local 
organizations. 

Many executives also do a consider- 
able amount of public speaking— 
which, I suppose is second only to the 
person-to-person contact as an effec- 
tive public relations tool. The speaker 
communicates directly with his audi- 
ence. He can project his personality 
—which we must assume is an ad- 
vantage. The audience can ask ques- 
tions and receive answers. And, fi- 
nally, the speaker has the opportunity 
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before and after his talk of mixing 
with his audience and establishing 
personal contacts. 

I consider this participation of the 
people of an organization in its Pub- 
lic Relations activities so important 
that I would almost go so far as to 
say that an organized staff can ac- 
complish little of lasting value with- 
out it. We may write the score, sup- 
ply the instruments and handle the 
baton—but it is the musicians in the 
orchestra who furnish the music. 


Electric Industry’s Job 


I must say I feel it is a trifle super- 
fluous to tell you these things, because 
I have noticed the electric industry is © 
already doing an outstanding job with 
a variety of techniques. 

For example, you do a far more 
effective job with people than we do. 
This is partly because of certain fun- 
damental differences between your 
industry and mine. 

Except in the case of such divisions 
as Electric-motive, General Motors 
has little direct contact with the users 
of its products—as customers. We do 
rub elbows with customers who are 
neighbors in cities where we have 
plants. And we do meet with small 
groups at special events and oc- 
casions. Our finance subsidiary comes 
in contact with customers as borrow- 
ers, but the relationship of borrower 
to lender is hardly a firm enough one 
to support much public relations 
weight. By and large, the only direct, 
person-to-person contacts our custom- 
ers have are with dealers, who, of 
course, are independent merchants. 

Personally, I would give my eye 
teeth to have available your contacts, 
even your service and meter-reader 
contacts. You are most to be envied 
though for your local executive repre- 
sentation in so many of the commu- 
nities where you do business. 

Sam Smith is active in civic affairs 
and service organizations. He appears 
on local platforms. He helps raise 
funds for worthy charities. Inevita- 
bly, the “company” becomes personi- 
fied by good, old Sam Smith. What 
people think of him is what they 
think of the company. 

Even your service interruptions 
have a silver lining. They are usually 
the result of an act of God, not the 
fault of an assembler or mechanic. 
And there’s a lot of plus value in 
those dramatic stories headed: 
Crews Toil Through Night” or “Pow- 
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er Companies of Four States Rush 
Aid.” 

You have the opportunity for regu- 
lar monthly mail contacts with your 
customers. We have to make an effort 
just to get the names of ours. 

Let us go a little further in analyz- 
ing our respective industries from the 
public relations standpoint. 

Both of us, I think, recognize the 
value of investors. But you are more 
concerned with potential investors be- 
cause you must go to the capital mar- 
kets more often than is the case in 
our industry. 


Physical Plant Investment 


Physical plant is more important 
in your industry than in ours. Your 
capital invested per worker is ap- 
proaching $100 thousand. Ours is 
in the area of about $15 thousand. 

By the same token, we have more 
employees. In fact, General Motors 
alone has more employees than your 
entire industry. This is one reason 
why in our case employee relations is 
an activity entirely separate from 
Public Relations. However, we recog- 
nize that the two are closely linked, 
and our Vice President in charge of 
Employee Relations and I operate as 
a team on most projects. We decided 
long ago that it would only waste 
time to try to figure out where Public 
Relations begins and Employee Rela- 
tions leaves off. 

We do not have your. problem of 
regulation—as yet; and this, I be- 
lieve, is one reason why an industry- 
wide Public Relations activity is im- 
portant in your case to supplement 
the work you are doing as separate 
companies. Your major problems are 
industry problems; ours are company 
problems. 


‘Our Most Pressing Problem’ 


When I rather rashly agreed to un- 
dertake this assignment, I asked your 
able and energetic managing director 
for some material about the electric 
industry. One of the pieces he sent 
me was a booklet entitled, “Our Most 
Pressing Problem.” I was intrigued 
by this title because, believe it or not, 
General Motors has a most pressing 
problem too. 

Your most pressing problem, I dis- 
covered, is the problem of government 
encroachment. I was even more in- 
trigued, because our most pressing 
problem —and I am talking about 
long-term, not short-range problems 
—is bigness. 
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my opinion, your problem and 
ours represent two aspects of the 
same problem. 

It would be presumptuous of me to 
discuss the electric industry’s prob- 
lem before this audience, but you may 
find a brief discussion of our problem 
of interest. 

This problem of bigness is not a 
new one. My predecessor in General 
Motors listed it as the first problem 
he wanted to solve when he set up a 
Public Relations activity in General 
Moiors in 1931. It is the first one on 
my list too, but I suspect the only 
way we ever really will solve it is to 
stop being successful. 


In 


Just as you have accepted the role 
of a regulated monopoly in the classi- 
cal sense, so have we decided that it 
is foolish to seek to hide the fact that 
we are big. Instead we concentrate 
on the positive benefits that have re- 
sulted from our growth and progress. 

People seem to forget that success 
in serving the consumer necessarily 
means growth. They also forget that 
a big country, big jobs—some of them 
imperatively important, as during 
wartime—require big companies. We 
are as far removed from the days of 
the community wagon works as those 
of the one-community lighting plant. 

Rather than throwing roadblocks in 
front of successful organizations 
which grow big, it would seem better 
to weigh the size of a company in 
relation to its services to the con- 
sumer. The purpose of competition 
is to benefit the consumer and not the 
competitor. So far as the consumer 
is concerned, he benefits more in many 
cases from competition among a few 
large companies than from competi- 
tion among many small, weak ones. 

Surveys have shown. us that the 


public likes our products and the 
things we do but they are distrustful 
of our size and the power they assume 
goes with it. I think they would be 
disabused of this assumption if they 
knew how carefully a big company 
has to tread. Or if they realized what 
high visibility we have. Or how easy 
a target we are for any demagogue 
with an arrow. 

A perennially popular arrow is the 
theory that large companies drive 
small companies out of business; that 
big business and little business are 
like oil and water—they don’t mix. 

Nothing, of course, could be fur- 
ther from the truth. No industry has 
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done more to foster small businesg 
than ours. 

General Motors alone has 26,000 
suppliers. We have 18,000 automotive 
dealers. We have helped spawn hun- 
dreds of thousands of small enter- 
prises—service stations, motels, taxi- 
cab companies, hot dog stands, truck- 
ing concerns and so on. 

Many supplier companies could not 
exist without the large end-product 
fabricators who are geared to provide 
a national market for their output. 
On the other hand, many perform a 
service that a big company could not 
perform. We are seeking to educate 
the public to a better understanding 
of how industry functions in this 
country as a complicated mosaic of 
overlapping and interrelated produc- 
ing and distributing teams. 


Electric Companies’ Destiny 

In concluding these remarks | 
would like to make the perhaps obvi- 
ous point that one of the most im- 
portant links in this network of teams 
is the electric companies. It is you 
who have so largely made it possible 
for man to have machines to do his 
work for him. You are destined to 
become an increasingly important 
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supplier to us as we make further | 


progress in technology. 

I am sure that both you and we 
will continue to be beset by many 
public relations problems and that in 
many cases they will bear marked 
similarity to each other. 

I am equally sure that in your 
case, led by your alert Institute, you 
will continue to make of each prob- 
lem an opportunity for improving still 
further your relations with your 
publics. 

I only hope that we can do as well. 





Hints for Speeding 
Mail Service 


OR faster mail service, the 
U. S. Post Office Department 
suggests: 


1. Use zone numbers; use your 
zone number in your return ad- 
dress. (It’s part of the address.) 


2. Separate local from out-of-town 
letters. 


3. Bundle your mail. 
4. Mail by noon. 


The Post Office reminds us to 
“Mail early in the day—it’s the 
faster way.” 
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Where Do We Go From Here—and How 
Do We Get There? 


By Sherman R. Knapp 


President, The Connecticut Light & Power Co. 


An address before the Twenty-Sixth Annual Convention of the Edison Electric Institute, 
Boston, Mass., June 11, 1958 


HE theme of this convention is 

“POWER Is Our Business.” My 

particular concern is with the 
power of public opinion—what it can 
do for you and, inferentially at least, 
what it can do to you. 

To set the stage, I am going to 
make one great big beautiful assump- 
tion—namely that all of us rate A-plus 
in our basic job of supplying electric 
service. My point in making such a 
utopian assumption is that we cannot 
hope to get very far toward molding 
public opinion in our favor unless we 
are doing the best job we know how 
to do in our routine day-to-day work, 
involving as it does innumerable busi- 
ness contacts with the people of the 
communities we serve. Just as per- 
fume will not for long hide the need 
for a bath, neither will a fancy public 
relations program prove much if our 
facilities are inefficient, or if our em- 
ployees are discourteous and inatten- 
tive in doing business with our cus- 
tomers. 


Customers Are Our Business 


I submit that customers are really 
our business, and that “Power Is 
Everybody’s Business.” We live for 
and with the public, and we need their 
understanding as much as they need 
our service. To gain public under- 
standing, we must first understand 
the public—as individual customers, 
and as vaguely defined national opin- 
ion. But before I can raise the subject 
of “Where Do We Go From Here— 
And How Do We Get There?” I might 
better ask, “Where Are We Now?” 

Well—we are in a peculiar business. 
We are public utilities in the sense 
that we must deliver our product to 
anyone who can pay for it. We are 
publicly owned by anyone with the 
price in his pants who wants to buy 
stock. We are publicly responsible to 
Serve our communities—and pay our 
taxes. We are publicly regulated so 
that our charges for the services we 
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supply do not result in more than a 
reasonable return on our invested cap- 
ital. Incidentally, many people out- 
side our industry who should know 
better, erroneously believe that regu- 
lation means that utilities are guar- 
anteed a profit, and that all we have 
to do when the going gets rough is 
to ask for a rate increase. The history 
of the trolleys, and now the bus and 
railroad business, denies any guaran- 
tee of profit because of regulation. 

We were created to serve the public, 
financed by the public, making a profit 
for the public. How public can you 
get? Yet we have allowed ourselves 
to be labelled as “private” power com- 
panies, as distinct from “public” 
power operations which are directly 
or indirectly “government power op- 
erations” and whose lifeblood is gov- 
ernmental credit and freedom from 
taxes. 

I think some of our problems stem 
directly from this unfortunate con- 
fusion in nomenclature. We say we 
are “investor-owned.” Investors, to 
oversimplify, are moneyed persons, 
cash. operators who must be rich. 
Actually, like most corporations, we 
are people-owned, by school teachers, 
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butchers, cops, businessmen, young 
couples and old folks who seek a safe 
place and a reasonable return for 
their money. In a way, it is the glory” 
and safety of our economy that the 
biggest business is owned in small 
pieces—by people as people, and not 
simply by people as taxpayers, who 
pay their money and have no choice 
as non-voting stockholders in govern- 
ment operations. 

Our business is also peculiar in that 
our product is invisible, available on 
a push-button basis. It cannot be 
packaged, but only measured. Most 
products have a plus that outweighs 
the minus — people get a kick out of 
a car that lets them forget the gas 
and repair bills —if they’ve had a 
good meal, they don’t squawk at the 
check. One reason is that they have 
exercised a considerable freedom of 
choice in both quantity and quality 
of what they eat, drink, drive, and 
burn up in various pleasant and satis- 
fying ways. 





Three Contacts—All Negative 

Electric power has no such dimen- 
sion of personal preference. It does 
not come in a carton with a four- 
color label — although I wish it did. 
While other products provide prestige 
or some kind of glow, the normal 
electric customer has but three major 
contacts, all negative, with the com- 
pany which has worked so hard to 
get its product under his thumb: 

. . when he pays his bill; 

. when the meter reader walks 
across his flower bed or arouses his 
dog; 

. . when the lights go out. 

Our product, like air, water, and 
salt in oatmeal, is noticed most in its 
absence. 

In my company’s territory we have 
learned to live with disaster—a couple 
of hurricanes, two devastating floods, 
and assorted ice storms which left 
thousands of people without light, 
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COAL DUST and FLY ASH 
FOR BREAKFAST 


EVERY MORNING 


Do you prefer fly ash or cinnamon 
om your toast? According to testi- 
mony of President Knapp of the 
Connecticut Light & Power Com- 
pany, there will be 5.4 tons of coal 
dust and fly ash (not cinnamon) 
shot inte the Norwalk air every day 
when they build their grimy. 26- 
story power plant where our Manresa 
Park should be. Add to that the dust 
that will blow off 5 acres of powdery 
coal. 


Have. you ever tried keeping 
your curtains clean. shirt clean, 
clothes line clean, lungs clean, auto- 
mobile clean—in a city living in the 
shadow of 2 monster like this power 
plant will be? Gther Connecticut 
towns have turned anay this power 
plant and so can you. You can keep 
Norwalk clean and healthy if you 
will go to the polls November 5 and 
vote YES to 
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"Sorry Kids! We just sold 
your fresh air for $3.84” 


That's what a few people in Norwalk are 
trying to do. They are quite willing to foul 
your fresh air, smudge your clean beaches 
and perhaps ruin your health. Why? Because 
they are greedy for a very few tax dollars. 
They are willing to permit a monstrous coal- 
burning power plant to be erected on Man- 


ises to pay the city $250,000 in yearly taxes. 
Do you know that that amounts to only $3.84 
per person. And for this miserable small sum 
@ few of your unthinking Norwalk neighbors 
are planning to sell, forever, the clean pleas- 
ant beaches and the fine fresh air we have 
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heat, freezers and water. These dis- 
asters presented huge public relations 
problems. But, we thought of them 
more as private relations problems, 
things happening to our friends, our 
customers, who had to be helped and 
informed, who had to be told by any 
means available that we were all work- 
ing to free them from their sudden 
plunge into pre-electric living. I am 
still humbled by the faith and patience 
of these people that somehow, some- 
time, and as soon as possible, we 
would get there, and the lights would 
go on again. 

Perhaps this experience has made 
me doubly conscious that public rela- 
tions begins with private understand- 
ing between a company and its cus- 
tomers. Things were much simpler 
when you could pick up the phone, 
after cranking it of course, and say, 
“Sadie, can you get me John Jones?” 
—and Sadie would say, “I’m sorry, 
Sherm, he just came out of the bank, 
and he’s walking over towards the 
harness shop—no, he’s not going in, 
he’s crossing over to Judge Peebles 


“| em in fever of the City of Norwalk ccquir- 
ing Manresa Island for recreational purpeses 
if feasible.” 


This Advertisement Sponsored By Women's Civie Association 


AGAINST—Forces against The Connecticut 

Light & Power Co. erecting a power plant on 

Manresa Island urged the City of Norwalk 
to acquire the island as a park. 


resa Island. In return the power plant prom- 


been saving for you. Don't let them do it. 


IT'S NOT TOO LATE for you kids to object. Tell your parents you want 


to keep Norwalk clean and healthy. Tell them that it is their duty to 


Vote Yes For Norwalk 
VOTE 


site. 


—and you know him, so he probably 
won’t be back in his office for half an 
hour. You want I should call you?” 
Sadie represented person-to-person 
communication at its best and we 
need more of that warm interest and 
first-name feeling in the mechanics of 
modern communications. 


Humanizing Rolls Royce 

There is a line in the new Rolls 
Royce advertising, featuring pictures 
of people washing their own $13,500 
car and using it to lug groceries, 
which I think is significant to us in 
the power and people business. It 
reads, “If you are diffident about 
driving a Rolls Royce, you can buy a 
Bentley, which is the same automobile 
except that the radiator costs less to 
make so it is priced at $300 less.” 
Well, I thought a Bentley was some- 
thing slightly better than a Jaguar, 
and costing maybe a little less than 
a medium-rare “Caddie.” 

The key word is “DIFFIDENT.” I 
think we have, many of us, been diffi- 
dent, to say the least, about driving 


“Lam in favor of the City of Nerwelk acquiring Menresa Island 
for recreational purposes if feasible.” 
YES 


SAVE MANRESA PARK 


VOTE 
YES 


This Advertisement Sponsored By Women's Civie Association 


Ads in the newspapers pointed out the dis- 

advantages of the power plant occupying the 

The ad above and left are typical of 
those used to influence voters. 


around in our best ideas in our own 
communities. We have refused to face 
the difficult, and evaded the unpleas- 
ant, on the sleeping-dog basis. Or 
with that other corporate cowardice 
—pull down the shades, don’t answer 
the door, and maybe they’ll go away. 

Possibly, we have an overdeveloped 
sense of guilt, like a family whose 
genealogist has found a sheep-stealer 
hanged on the Scottish moors four 
hundred years ago. Yet a family tree 
without a dangling ancestor is almost 
certainly not of noble blood. 

I say that many of us have been too 
diffident, too self-conscious, to drive 
around in the opinions we have every 
right to enjoy and employ. Too many 
of us have been willing to settle for 
silence, for diffidence, because Great- 
Granduncle Joe took a shot at the 
sheriff, or twisted the Senator’s tail 
shortly after San Juan Hill. 

I do not think national problems 
are a simple multiplication of regional 
and company problems. But I do be- 
lieve that public relations begins on 
the home grounds. I can prove it with 
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Don’t Build A Fence Between 
Norwalk and Its Future 


The latest Annual Report of the City of Norwalk said, 






"With a larger Police for 
population, the Departme: 


efficiency should be housed in a larger and more up-to-date building.” 





eee a8 caren comgemen | 


ituted by extended coverage and increasing 
grown its present quarters and for greater 
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new schools 


new fire stations 


Money is needed to pay for these important civic im- 
provements. A power plant on Manresa Island will help 
provide this money, with more than $250,000 a year in 
increased tax revenue. You can keep Norwalk’s progress 
going, yet help to hold your ows taxes down. 


You Can 
Do It 


This expansion is part of Norwalk’s future. Tax income from CL&P’s Manresa development will 


help to furnish this needed facility. 


By Voting 


MILLION 
DOLLARS 
is no joke 


That's how much you and the other Norwalk taxpayers 
have lost in increased tax income in the five years CLAP 
has been held up in building the Manresa power plant. 

A Million Dollars would have helped Norwalk to keep 
its progress going,.by helping provide — 


modern police headquarters 
new or improved roods 


improved recreation areas 
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NO for NOrwalk on NOvember 5 


THIS IS THE PROPOSED FENCE BETWEEN NORWALK AND ITS FUTURE 


THIS 1S THE PROPOSED FENCE BETWEEN NORWALK AND ITS FUTURE 





NO 1 AM IN FAVOR OF THE CITY OF NORWALK ACQUIRING 
MANRESA ISLAND FOR RECREATIONAL PURPOSES IF FEASIBLE 





VOTE NO 





Vote NO for NOrwalk on NOvember 5 


1 AM IN FAVOR OF THE CITY OF NORWALK ACQUIRING 
MANRESA ISLAND FOR RECREATIONAL PURPOSES IF FEASIBLE 


VOTE 





THE CONNECTICUT LIGHT AND POWER COMPANY 


FOR—For the first time, Connecticut Light 
& Power took its side of the story directly 
to the citizens of Norwalk through newspaper 
This was a major decision for CL&P. 


ads. 


names, dates, and headlines. It hap- 
pened to us—it could happen to you. 
This is how it happened, and how we 
met it by shaking off our diffidence 
and going straight to the people. 

I do not profess to be an expert in 
what is loosely called public relations 
—although I have become increas- 
ingly aware that every business, 
cause, campaign, drive, and everyday 
operation must learn to move within 
the limits of public understanding. I 
am, however, an avowed expert on 
The Case of Manresa Island—I had 
to be. 

The Manresa case seems to have be- 
come a classic in public utility opera- 
tions with the public. It had every- 
thing, embodying every branch of law 
and public communications, from the 
first stirrings of local sentiment to a 
place on the ballot in a city election. 
In the struggle for public opinion, 
just about every tool in the kit was 
used. It has even been chosen as a 
case study at the Harvard Business 
School. 

It began in 1952 when we bought 
an island off Norwalk, Connecticut. 


For years, we had been searching for 
a site for a waterside plant which 
would allow us to meet the growing 
demand for power in Fairfield County, 
which is the southwestern stub of 
Connecticut that reaches within 30 
miles of New York City. Both resi- 
dential and industrial use have made 
this one of the fastest-growing sec- 
tions of the State—and the country. 

Actually, Manresa is not an island, 
but a fist of land at the end of a thin 
arm of causeway which puts it a good 
half mile from the nearest habitation. 
It is ideally suited to generating plant 
purposes with respect to both cooling 
water and water-borne delivery of 
fuel. 


Opposition Well-Organized 

There was an immediate protest 
from several neighborhood groups 
who felt that a power plant—even one 
a half mile or more away—would not 
be the most desirable addition to the 
harbor. The opposition was well or- 
ganized, and well heeled. They made 
their presence felt at the Zoning Com- 
mission’s public hearing in December 


Vote NO for NOrwalk on NOvember 5 


THE CONNECTICUT LIGHT AND POWER COMPANY 


Ads such as those shown here pointed out 
that if the City of Norwalk acquired Manresa 
' Island as a park, the city would lose many 
thousands of tax dollars. CL&P won the issue. 


1952. At that hearing, which involved 
no change of zoning because the local 
commission is authorized to permit 
utility company construction regard- 
jess of zoning, I described the pro- 
posed plant, the increasing power 
needs of the area, pointed out that the 
new facility would not be objection- 
able, would employ some 70 people 
with a payroll of $260,000, and would 
up the Company’s tax payments in 
Norwalk about $200,000 a year. 

In advance of the hearings, we had 
flown a group of Norwalk citizens in- 
cluding the Mayor and representa- 
tives from the Norwalk Chamber of 
Commerce to Rochester, N. Y., to let 
them see for themselves the good 
neighborliness of Rochester Gas and 
Electric’s Russell Plant on Lake On- 
tario. 

Following the hearing, the Zoning 
Commission took the matter under ad- 
visement, and in January of 1953 they 
visited the new plant of the Long 
Island Lighting Company in Port 
Jefferson, Long Island, which is also 
on a beautiful harbor, familiar to all 
yachtsmen of the area. In January 
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1953 the Zoning Commission voted 
three-to-one to approve the construc- 
tion of the plant with appropriate re- 
strictions on smoke, noise and water 
pollution. 

Following the approval of the Nor- 
walk Zoning Commission, there were 
numerous legal maneuvers on the part 
of the opposition in their efforts to 
forestall the construction of the plant. 
The situation finally resolved itself 
into an appeal to the Connecticut Pub- 
lic Utilities Commission. 

The hearings on this appeal, which 
were not concluded until June 1956, 
consumed 17 days and involved over 
2,000 pages of testimony. In October 
1956, the PUC affirmed the Norwalk 
Zoning Commission’s action and the 
opposition promptly appealed the PUC 
decision to the Superior Court. When 
the Superior Court upheld the PUC 
decision in its order issued just a 
year ago in June 1957, the opposition 
still continued the legal battle by ap- 
pealing to the Connecticut Supreme 
Court of Errors, the highest court in 
the State. 

This recitation of legalistic maneu- 
vers helps to set the stage for the real 
struggle for public understanding. 
The principal argument of our op- 
ponents was that the presence of the 
power plant would depreciate the 
value of their property. They realized 
as early as 1953 that to gain public 
support for their cause they had to 
adopt a more positive approach. This 
took the form of an attempt to sell the 
citizens of Norwalk that Manresa 
Island was needed as a public park, 
complete with boat moorings, swim- 
ming pool, beaches, playgrounds and 
all. 


Public Voted on Issue 

While the legal battle was going 
on in the courts, the whole question 
was, in effect, put up for public ref- 
erendum at the time of the municipal 
election last November. The question 
which the opposition forced on the 
ballot by petition read, “I am in favor 
of the City of Norwalk acquiring 
Manresa Island for recreational pur- 
poses, if feasible.” In order for this 
expression of opinion to become a di- 
rective to the City Council to act, the 
majority of the votes cast on the ques- 
tion would have to be “yes,” and— 
more important from a_ practical 
standpoint, the “yes” votes would 
have to total 25 per cent of the total 
registered voters. 

Our lawyers advised us that even 
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if the opposition got enough “yes” 
votes to win, the City could not con- 
demn the property we owned because 
it was already held for public use. 
Last summer our political advisers 
said that in all probability the oppo- 
sition would have enough “yes” votes 
by the time of the election in Novem- 
ber to outnumber the “no” votes, but 
that it would be very unlikely that 
enough people would actually vote on 
the question to fulfill the 25 per cent 
qualification. Last September we had 
a professional survey made to deter- 
mine the public attitude toward the 
referendum. This showed that 43 per 
cent favored the City condemning 
Manresa Island for recreational pur- 
poses. Twenty-three per cent were 
against condemnation by the City, 
and 34 per cent had no opinion. In 
other words, of those expressing a 
positive reaction, the opponents were 
leading by about two-to-one. 


To Be or Not to Be 

The situation posed a real question 
of policy for us. Both the legal situa- 
tion and the political situation seemed 
to say that we had only to keep quiet 
and we would survive by default. 
Should we take the chance of trying 
to win public support for our position 
in the face of what seemed to be 
rather tough odds? This was a ques- 
tion no court could answer for us in 
the orderly procedure of law. This 
was a question we had to answer our- 
selves in the give-and-take of public 
opinion. This was a matter of public 
relations in the purest and coldest 
definition. Should we answer the 
question? Could we afford to face the 
question? Could we afford NOT to 
face it? 

A few of the paid advertisements 
run by the opposition will give an idea 
of the climate, of the heat and the 
hatred in which we had to live. 

One of the advertisements used 
showed that our testimony that the 
proposed plant would not be a nui- 
sance did not cut much ice with 
our opposition. Their illustrations 
of the plant continually pictured 
conditions that any self-respecting 
plant engineer would have been 
ashamed of 50 years ago. 

Another advertisement did not say 
anything about the more than 98% 
of the fly ash that the electrical and 
mechanical precipitators will re- 
move from the stack gases. While 
the figure of 5.4 tons of ash dis- 
charged per day is about correct 
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for the ultimate development of the 
plant, the illustration is misleading 
to say the least. 

Air pollution from fly ash and 
also from wind-blowing coal dust 
from the pile constituted the favor- 
ite argument used against the 
plant. It was treated in many dif- 
ferent ways, all of them pretty ef- 
fective. This one said: 


COAL DUST and FLY ASH 
FOR BREAKFAST 
EVERY MORNING 


Do you prefer fly ash or cinna- 
mon on your toast? According to 
testimony of President Knapp of 
the Connecticut Light & Power 
Company, there will be 5.4 tons of 
coal dust and fly ash (not cinna- 
mon) shot into the Norwalk air 
every day when they build their 
grimy, 26-story power plant where 
our Manresa Park should be. Add 
to that the dust that will blow off 
5 acres of powdery coal. 

Have you ever tried keeping your 
curtains clean, shirt clean, clothes 
line clean, lungs clean, automobile 
clean—in a city living in the shad- 
ow of a monster like this power 
plant will be? Other Connecticut 
towns have turned away this power 
plant and so can you. You can keep 
Norwalk clean and healthy if you 
will go to the polls November 5 and 
vote YES to 


SAVE MANRESA PARK 


Another showed a variation of the 
same theme. The figure of $3.84 was 
the opposition’s calculation of the 
per capita tax saving resulting 
from the increase in the grand list 
which will be afforded by the plant. 


Ignore Onslaught? 


We wondered what we should do 
about this new and obviously profes- 
sionally-planned onslaught. We were 
conditioned by public utility tradi- 
tions to ignore it. But that wouldn’t 
make it go away. 

We decided to fight for what we be- 
lieved in. We decided to go directly 
to the anonymous and amorphous pub- 
lic to state our case, to ask for under- 
standing. We actually took an active 
part in a political operation. 

In our advertising copy, we 
stressed the financial benefit of the 
plant to the City of Norwalk. We 
pointed out as often as possible the 
many things that the citizens of 
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Norwalk wanted which could be 
bought with the extra tax money 
from the new plant—better roads, 
better schools, a new police station, 
etc. 

In the next ad, we again pointed 
up the financial importance of the 
plant to the City by citing the loss 
of a million dollars to Norwalk be- 
cause of the five-year delay in start- 
ing construction. 


Media Unlimited 

They bought ads, we bought ads. 
They had bumper stickers, we had 
bumper stickers. They took to the 
radio, we took to the radio. I never 
knew there were so many ways to get 
a message across. 

And you know what? We won by 
more than two-to-one. The total num- 
ber of registered voters in Norwalk 
at the time of the election was 31,637 
and the total vote cast on the question 
was 17,029 which was more than the 
total vote cast in Norwalk during the 
1956 presidential election. There were 
11,424 “‘no” votes to 5,605 “yes” votes. 
In other words, the people of Norwalk 
were opposed to the City taking our 
site for park purposes by a very im- 
pressive majority. 

Both sides used all the familiar me- 
chanics of public relations, press rela- 
tions, and publicity operations. But 
it is too simple to say that we won “by 
enlisting public understanding.” I am 
not sure that “The Public” is anything 
more than a political or pseudo-sta- 
tistical expression. All I know for 
sure is that some of the things we 
did, or said, or stood for, somehow 
reached the thinking people, whose 
own understanding created public de- 
cision that could finally be tabulated 
on a voting machine. We learned that 
you can’t possibly reach everybody 
but you can reach the somebodies who 
really make up the public mind. 

So the heartening thing to me is 
not the blunt arithmetic of the vote, 
but that it was possible for a public 
utility to step into the arena of pub- 
lie opinion—and find it had friends. 
Even more important, that it was pos- 
sible for a corporation to move, and 
breathe, and compete in the atmos- 
phere of ideas. 

For our industry, as well as all bus- 
iness, this crashing of the thought- 
barrier means some new concepts on 
our part. Indeed, “where we go from 
here,” may possibly be condi- 
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tioned on ‘‘how we get there.” 

I am glad to report that a few 
weeks ago the Connecticut Supreme 
Court of Errors upheld the decision 
of the Superior Court, and construc- 
tion of the Norwalk Harbor Plant has 
finally begun. 

In our business, fraught with the 
struggle between truly public utility 
operations and government power, we 
need public understanding more than 
ever. That means we need “egg- 
heads,” and in this I find I am not 
alone. 

That most staid, yet lively, publica- 
tion, The Saturday Evening Post, had 
this to say in its April 26 issue: 
“For some time, we Post Editors have 
been deeply disturbed by the obvious 
—and obviously dangerous — chasm 
that separates the intellectuals of our 
nation from the millions of citizens 
whose attitudes and opinions deter- 
mine national policy and set the 
standards for national behavior. 


Intellectual’s Outlook 

“The intellectual, or ‘egghead’ (as 
we carelessly brand him) has deep 
reservations about the ordinary lay- 
man... . The rest of us, meanwhile, 
struggle with the more routine prob- 
. . mistrustful of the ‘egghead’ 
who has never ‘met a payroll’ or a 
sales quota. 

“Obviously a bridge is needed... 
bridges across which ideas can 
travel.” 

Well, to my editorial friends who 
have long had to meet the payroll of 
ideas, this new Post approach was 
significant in its acknowledgment of 
the importance of the thinking, ar- 
ticulate minorities. My company’s 
experience in the Manresa situation 
was a flight into the area of ideas. It 
was an indication of the importance 
of thinking minorities in their forma- 
tion of opinion and action. 

Yet I do not believe that our indus- 
try can move forward area by area. I 
do not believe that the best of local, 
public understanding can be simply 
added up to a national total. 

There are people here today, I am 
sure, who honestly believe that the 
best of all national programs is a com- 
posite of good local operations. I can 
agree that no national programs can 
succeed without honest local exempli- 
fication. But I do not think that we 
can satisfy our national necessities 
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by simple addition of local accom- 
plishments. 

Certainly, each of us is bound to 
defend and project our common con- 
cepts in our own areas, but there are 
national needs which are more than 
the sum of all our Manresas. 

The way in which our industry car- 
ries on its national program is al- 
ways a subject for lively debate. It 
is not my purpose today to argue the 
merits of how it is being done or how 
it might be done better. I do, how- 
ever, want to express my own belief 
that the existing arrangement of four 
national activities, each with specifie 
jobs to do, offers a flexible and effec- 
tive means of working toward our 
objectives. Maximum progress can 
only be made, however, by active par- 
ticipation in all four. We are a long 
way from that goal as is shown by 
the following tabulation: 

Companies who are members of 
EDISON ELECTRIC INSTITUTE, 
ELECTRIC COMPANIES ADVER- 
TISING PROGRAM, PUBLIC IN- 
FORMATION PROGRAM, and the 
NATIONAL ASSOCIATION OF 
ELECTRIC COMPANIES serve 35.7 
per cent of all customers of companies 
having more than 1,000 meters. 

Companies who are members of 
THREE of the above groups serve 
33.4 per cent. 

Companies who are members of 
TWO of the above groups serve 14.3 
per cent. 

Companies who are members of 
ONE of the above groups serve 14.7 
per cent. 

Companies who are members of 
NONE of the above groups serve 1.9 
per cent. 


Few Know Small Cost 

While only about one-third of the 
industry’s customers are now served 
by companies who are participating 
in the four national organizations, I 
would like to point out that, if those 
companies who are now members of 
three of the four became members of 
the fourth group, the proportion 
jumps to well over two-thirds, a very 
healthy majority. Because I am con- 
tinually surprised to find how few of 
our utility people know what the cost 
of participating in these national ac- 
tivities is, I am going to give the 
(Continued on page 232) 
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Three-Legged Stool 


(Continued from page 196) 


We say in regulation we are aware 
of the fact that the electric industry 
is experiencing a tremendous growth. 
We say we realize that adequate 
financing for this growth must be 
provided. If we are to implement this 
realization, we must take a new look 
at regulation. 

One instance is that of property 
held for future use. Once regulation 
can cencede that our economy is in a 
normal state of continuing inflation, 
the conclusion is inescapable that 
prudent management must invest in 
land today for the construction of 
facilities years hence. Such land 
should be included in the rate base. 

The benefit of such farsighted ac- 
tion to the consumer is obvious once 
we assume that a substantial portion 
of the consumers will be the same 
when the property is purchased and 
when the new facilities do come into 
operation. With the rate of growth 
predicted for the electrical industry 
for the next twenty years, I believe 
this assumption to be valid. 


Regulation and Inflation 

Inflation seems to me to be a nor- 
mal attribute of our economy. The 
only change we encounter is one of 
degree. Regulation must come to 
grips with this problem. Where I 
previously referred to stable earnings 
for the investor the stability, to my 
mind, must be based on present pur- 
chasing power of the dollar. Attri- 
tion, economic depreciation or what- 
ever term is utilized to define the 
effect of inflation on the purchasing 
power of the dollar must be consid- 
ered in rate making if we are to be 
equitable in our treatment of the 
investor. 

So far we have no final answer on 
the treatment of the problem. It seems 
that solution must come through 
the rate base valuation or through the 
rate of return. The problem can be 
simplified if we acknowledge that in- 
flation is here to stay rather than at- 
tempting to find solutions based on 
the theory that inflation represents a 
temporary maladjustment in our 
economy. 

The privately-owned electric indus- 
try does indeed rest on the support of 
the investor, the consumer and regu- 
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lation. Without the combined support 
of these groups, the structure will 
immediately collapse. The utility in- 
dustry as a public service enterprise 
must play the game with all of its 
cards on top of the table. The pri- 
vately-owned electric industry has up 
to the present done a truly magnifi- 
cent job in meeting the needs of the 
nation during a rapidly expanding 
economy. 

The job is not yet done, the race is 
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not over. Now is not the time to ad- 
mire your laurels. It is a time for 
greater endeavor, more foresight in 
future planning to assimilate nuclear 
energy and a time to educate the pub- 
lic to the contributions made for their 
benefit by free enterprise intelli- 
gently managed. It is a time to real- 
ize that only with the support of an 
informed public and of sound, well- 
qualified regulation can the predicted 
gains of the industry become reality. 


Consumers Power Wins Reddy Kilowatt 
Annual Report Contest for 1957 


HE Consumers Power Co. of Jack- 

son, Mich., was the winner of the 
Reddy Kilowatt Annual Report contest 
for 1957, it was announced at the 26th 
Annual Convention of Edison Electric 
Institute. 


Reports Picture Future 

In commenting on the award to 
Consumers Power and on the winners 
in various classes of electric utility 
annual reports, the contest judges said 
that they “were particularly impressed 
by reports that gave the stockholder 
some idea of what might be the pic- 
ture in the year ahead.” 

Class winners of Reddy Kilowatt 
awards included; Wisconsin Electric 
Power Co., Milwaukee; Oklahoma Gas 
and Electric Co., Oklahoma City; 
Kansas Gas and Electric Co., Wichita; 
Interstate Power Co., Dubuque, Iowa; 
Nova Scotia Light and Power Co., 
Halifax; Central and South West 
Corp., Chicago; Arkansas Power and 
Light Co., Little Rock; and the Rock- 
land Light and Power Co., Nyack, 
NM. 3. 


Honorable Mention 


Awarded Honorable Mention were: 
Philadelphia Electric Co., Philadel- 
phia; Connecticut Light & Power Co., 
Berlin, Conn.; Northern Indiana 
Public Service Co., Hammond, Ind.; 
Arizona Public Service Co., Phoenix; 
Washington Water Power Co., Spo- 
kane; Rockland Light and Power Co., 
Nyack, N. Y.; Public Service Co., of 
New Mexico, Albuquerque; British 
Columbia Electric Co., Ltd., Van- 
couver; Middle South Utilities, Inc., 
New York City; and American and 


Foreign Power Co., Inc., New York 
City. 





Coffin Award 


(Continued from page 178) 

The Coffin Award, presented an- 
nually as a tribute to the memory of 
the late Charles A. Coffin, founder of 
the General Electric Co., was estab- 
lished in 1922. 

Consisting of a gold medal for the 
winning company; and $1,000 for the 
employees’ benefit fund, the Coffin 
Award has acquired national promi- 
nence in the public mind as well as in 
the electric industry for its signifi- 
cance in recognizing conscientious 
service and progressive development. 

The award was presented to Philip 
A. Fleger, Chairman of the Board of 
Duquesne Light, by Robert Paxton, 
President of General Electric. 
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The Countdown to Oblivion 


Vice President, Pacific Gas and Electric Co. 


By Robert R. Gros 


An address before the Twenty-Sixth Annual Convention of the Edison Electric Institute, 


N a day such as this in 
() Boston it would seem discreet 
for a proletarian from the 
burgeoning but relatively juvenile 


West to recognize the impropriety of 
attempting to deliver a sermon. 


Devil and Daniel Webster 


Indeed, in these hallowed surround- 
ings which legend alleges once heard 
Webster test and best the Devil him- 
self with mortal eloquence, one must 
take care not to commit the imperti- 
nence of drowning facts with ex- 
cessive oratory. 

This is neither the occasion nor 
the proper audience for a jousting 
with the Devil. Nor have I the temer- 
ity to regard myself as a peer of the 
immortal Senator Webster, and thus 
singlehandedly able to slay the in- 
fernal spirit. But I do intend to dis- 
cuss the Devil. And there immedi- 
ately is the very root and seat and 
crux of the problem of utility public 
relations. Here again in Boston, as 
on a thousand other days in a hun- 
dred other cities, is a hallful of 
utilities executives talking to our- 
selves about the Devil. 

Gentlemen, allow me this immedi- 
ate assertion: So long as we just sit 
and talk about Old Man Devil, we are 
wasting our time! Where would the 
soul of Jabez Stone be today if Daniel 
Webster had devoted all his energies 
to discussing the Devil with his own 
friends? 

Jabez Stone’s soul would be burn- 
ing right square in Hell, that’s where 
it would be. And that’s right square 
where the heart and soul of our elec- 
trie utility business is going to be if 
we don’t get our $200 suit-bottoms 
off our $300 swivel-chairs and. go 
out and battle the Devil on the play- 
ing fields of purgatory. 


Our Devil: Socialism 


We in this industry are intimately 
acquainted with our Devil. We know 
him by a pseudonym: socialism. But 
name it what you will, socialism _is 
still “ancient tyranny in modern dis- 
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guise,” as Admiral Moreell so aptly 
put it. 

Yes, indeed. We know his name. 
At our advancing ages:socialism has 
all but replaced sex as topic “A.” And 
just like sex, all we ever do in our 
twilight of youth is talk, talk, talk to 
ourselves. 

Well, welcome to the class reunion. 
Here we are again. 

This is the world series after 
half a hundred intra-company meet- 
ings every one of us has attended this 
year in our own leagues. On such oc- 
casions we are pathologically intro- 
spective. We usually note with alarm 
and view with distress. We admonish 
each other, “be aware of this and be- 
ware of that.” We expose the sinners 
and deplore the Devil’s hold on them. 
We castigate Old Devil Socialism in 
the plainest possible terms, watch 
every man in the room nod in solemn 
agreement, and then rush off to lunch, 
closing the issue with a smug obser- 
vation, “I think we really started 
something against the Devil’s public- 
power playboys this morning.” 

I’ve done it a thousand times. And 
so has every last one of you! 

But let’s look at the record. Since 
the war, our victories have been 
mighty few and far between in those 
battles where we were trying to take 
customers away from so-called “pub- 
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lic power.”” Except for the real good 
one that Fighting Kinsey Robinson 
racked up out in Stevens County, 
Washington, a couple of years ago, we 
haven’t put a real big inning up on 
the scoreboard in 15 years. And for 
every Hells Canyon there have been 
at least two reverses on the other 
fronts. 


Masses See No Evil 


The record shows nothing to indi- 
cate that the great mass of the elec- 
tric-power-consuming public in the 
United States recognizes anything 
evil about public power. In the gen- 
eration now reaching adulthood— 
even among those reared in the most 
conservative communities — there is 
no substantial thought that govern- 
ment ownership of utilities is incon- 
sistent with the American system of 
incentive capitalism. 

Do you doubt me? Please go out 
and interview a hundred college grad- 
uates of 1958; then decide whether I 
overstate the problem. Talk with the 
next 100 lawyers who pass the bar 
in your state; then assess the position 
of our industry. Chat with the next 
100 clergymen ordained in your ser- 
vice territories, and see how well our 
detractors have done their work. Next 
check with the teachers in your city. 
Yes, and the small businessmen and 
the farmers—and don’t overlook the 
housewives. 

In a recent Opinion Research sur- 
vey, business ran a poor third on the 
question: “Who contributes most to- 
ward improved living standards— 
business, government or union lead- 
ers?” Among senior high school 
students surveyed at Purdue last 
year, most said that corporate busi- 
ness is bad for the country; half 
thought that “taking from the rich 
and giving to the poor” would elimi- 
nate economic problems. 


Few Hear Our Messages 


Plainly, far, far too féw are heed- 
ing —or perhaps even hearing —a 
word we say on the perils of social- 
ism. We’ve been talking to ourselves 
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too much. And today nearly one in 
four among America’s kilowatts is 
generated by government. Are any 
of us so naive as to think that this 
fact has frightened or worried any- 
body outside our own industry? It 
should have, but it hasn’t. 

And while the percentage of public 
power capacity rises and ours dimin- 
ishes, we are successfully branded in 
the public mind as the recipients of a 
gigantic “giveaway” of power re- 
sources. The facts prove it is our 
adversaries who are the recipients if 
there is any giveaway, but the public 
believes it the other way. 


See Ourselves as Others Do 


I wish my conscience did not force 
me to think such thoughts and say 
such things. But say them I must 
because I earnestly believe that they 
barometer facts we dare not ignore 
through wishful thinking. Nor am I 
presumptuously finger-pointing, with- 
out also indicting myself. But I urge 
you—and intend myself—to strive al- 
ways “to see ourselves as others see 
us”—and then to do a whale of a lot 
more about it. 

Let me put my conviction as blunt- 
ly as I can. If we don’t do something 
about this situation of public opinion 
now, our industry as we know it to- 
day cannot survive more than two 
more generations—three at the most. 
If we do not respond with hard- 
headed acceptance of reality, then the 
heretics, the economic meddlers and 
the Socialists will take our children’s 
birthright away. Indeed, our children 
will help them. Ah, yes, the venom 
of socialism is subtle and insidious— 
yet it can be fatal. 


Countdown Is at Eight 


These years could become the years 
of our countdown. They could be the 
declining cycle of digits along an oak- 
paneled, deep-carpeted, genteel 
COUNTDOWN TO OBLIVION. 

And let’s not delude ourselves that 
we presently stand at 10—at the top 
of the countdown. The fearful sta- 
tistic—that a fourth of America’s 
power is government generated— 
means that the echo of eight is dying 
in the distance behind us and that 
seven is half risen in the throats of 
our destiny. Let’s make sure that by 
the time EEI convenes in 1959, our 
enemy shall not have rolled a “natu- 
ral” seven. 

Only two more counts tip the bal- 
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ance of power. Then we should be the 
minority! 

Can we stop it? I used to be con- 
fident we could. Now I know that only 
the firmest, strongest, most hard- 
headed and realistic effort can turn 
the tide of public opinion in our 
favor. We can do it, but not with the 
caliber of results we are achieving 
through our efforts today. That must 
be obvious to us all. 

The first thing we’ve got to do is 
quit pontificating. We must stop 
blindly depending on “Spirit of Public 
Service” and “Tradition of Loyalty” 
slogans that clutter up our public 
relations efforts. We ought to recog- 
nize that the employee and manage- 
ment attitudes that -go with them 
form a kind of Maginot policy-line 
utterly without value as an offensive 
weapon. Why use intangibles that 
float around the upper stratosphere 
when we have provable, earthy, 
“What’s in it for me?” facts to offer? 

We must recognize this unhappy 
truth: To the average customer there 
is not a bit of difference between 
public and private power service. 
When he flips the switch, he expects 
the lights to come on. And they do! 
That’s service enough for 90 per cent 
of people—and that’s more than 
enough votes to win any election. 

In place of lofty pontificating let 
us go completely earthy. Let’s 
talk to and with people instead of 
just at them. 

It’s past time for us to quit writing 
speeches and advertisements that no- 
body but we and our boards of direc- 
tors can understand. It has been 
proved that our ads on such subjects 
as TVA are so garbled by intra-indus- 
try jargon that many people who read 
them believe they are promoting pub- 
lic power. 

“Yes,” you say, “but these matters 
just can’t be explained simply.” Well, 
I agree our story is complicated, but 
if we don’t figure out how to make it 
simple for Joe Switchflipper we’re 
doomed. Unless we make it as sim- 
ple, understandable and attractive as 
a Maidenform Bra ad, we may just as 
well not bother to run the ads at all. 

An advertising man told me recent- 
ly of an electric company president 
who insisted on a 36-word copy mes- 
sage on a 24-sheet billboard, located 
along a high-speed freeway. When 
the account man recovered his voice 
he explained that no motorist possibly 
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“T know,” said the executive, “but 


we'll just feel better if the case is 
stated fully.” I am sure he feels won- 
derful, but he impressed precisely no- 
body. 


Praise for Reddy 


Our advertising job is not hopeless, 
though. Here’s an example on the 
plus side— Reddy Kilowatt. That 
ubiquitous, often amusing and al- 


ways clearly understandable symbol # 


of our industry is usually remem- 
bered when our corporate-toned prose 
is forgotten. We heard a shocker in 
Pittsburgh at the Public Utilities Ad- 
vertising convention last month where 
a panel of college students declared 
that none of them had been attracted 
to any of our so-called institutional 
advertising. Indeed, the only utility 


advertising they remembered at all | 
was Reddy Kilowatt, who was pegged | 


thoroughly in their memories as a 
warm, appropriate symbol of our in- 
dustry. 


in Ohio the month before. 

Let’s take a moment’s look at ECAP 
for another reason we must tell our 
story more directly and in earthier 
terms. 

Those able and dedicated advertis- 
ing men, Ed Dunning and Dwight 
Van Meter, studied the breakdown of 
the public opinion surveys regarding 
business ownership of utilities. To the 
amazement of most of us, they dis- 
covered that women, bless ’em, are far 
less inclined toward private owner- 
ship than men. 

And why haven’t we been getting 
our story over to the ladies? Because 
we've forgotten—as we too often do 
in our personal lives—that you can’t 
make effective love to a gal with cold 
statistics and logic. 


Reach the Distaff Side 


We men ought to know by now that 
women are far more reachable 
through an emotional approach that 
talks to their hearts as well as to 
their keen minds. Now that the 
figures have reminded us of that fact, 
ECAP has added two women’s 
magazines to the schedule and is 
embarked on a warmer copy ap- 
proach. But it will take a lot more 
than two magazines to tell our story 
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effectively to this women’s audience 
that counts so much. The emotional 
approach is seldom popular with 
those of us in management and our 
directorates. But until we stop writ- 
ing “dignified” copy for ourselves and 
give our advertising experts some 
freedom to start talking the people’s 
language, we'll never get a really big 
audience for the messages of our 
individual companies or in our col- 
lective efforts. Maintaining so-called 
dignity is less important than surviv- 
ing! 

I cannot leave ECAP without 
complimenting the great job ECAP 
does in building a broad foundation of 
public education about America’s 


) business-managed power companies. 


The proof of the pudding that the 
campaign is doing a lot of good is 
attested by the constant chorus of 
innuendo from our detractors and 
their frenetic efforts to have ECAP 
expenditures disallowed tax-wise. The 
program obviously is doing an ef- 
fective job. 

There is no question in my mind, 
“Why ECAP?” — only, “Why not 
more ECAP?” 

Our story can be told plainly. But 
the fact is, we in the industry just 
can’t stand to keep it plain. Whether 
we admit it or not, too many of us 
are the victims of wishful thinking. 
The average management man prides 
himself on being a “hard-headed real- 
ist.” Yet the election returns them- 
selves should prove that he is not 
nearly so hard-headed or realistic as 
the American farmer, labor unionist 
or politician. He isn’t in touch with 
the people because he has too little 
contact with grass roots. 

In our industry there is still too 
much reliance upon “management 
intuition” — instead of recognizing 
that a public relations problem may 
be just as tough as an engineering, 
production, financing or sales prob- 
lem, and it needs the same careful 
analysis, research, planning and 
decisive action. 

Yes, we must recognize and utilize 
the expertness of the “PR man.” 
Successful public relations work 
depends to a large extent on how man- 
agement uses its “PR men.’”* 
Are they merely editorial supervisors 
of advertising copy and publicity ma- 
terial, making sure that clever and 
Proper language is used? Are they 
only abject flunkies to alibi any kind 
of a policy which management de- 
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cides to carry out, regardless of pub- 
lic opinion? Are they just nice, con- 
genial hand-shaking and _back-slap- 
ping machines who make a lot of 
friends but do not influence many 
people? 


Give PR Men Responsibility 

If your PR man does not prove his 
mettle, then fire him and find a 
fellow who warrants your confidence. 
But, when you do find him, in 
heaven’s name, give him authority 
equal to his responsibility. PR men 
can do their best job when they are 
consulted by management before and 
not after “the hour of decision.” We 
must call them in on the take-off 
and not just for the crash landing! 

Public relations is a broad and com- 
prehensive field and a true expert 
must have a sound, practical knowl- 
edge of the human equation. But 
once he has proved his expertness, his 
advice ought to be heeded instead of 
being side-tracked for the horseback 
opinion of the engineers, lawyers and 
auditors —each of whom may pos- 
sess top-flight competency in his own 
field, without necessarily knowing a 
thing about public relations. And, of 
course, the hardest to cope with is the 
senior executive who comes in with 
alleged “public reaction” to an ad— 
based on a one-wife survey. 

Instead of publicity having to clear 
legal departments, to avoid possible 
liability for some fanciful damage 
suit, maybe we should consider mak- 
ing some of our legal activities clear 
with public relations to avoid the 
loss of millions of dollars in good 
will. Too often we win a _ legal 
skirmish but ultimately lose the more 
vital public opinion battle. I know of 
a utility which slapped a $500 dam- 
age suit against the estate of a popu- 
lar former football star who was killed 
when his car hit a power pole. He 
left a widow and two young sons. The 
law department of that company was 
surprised when the local newspaper 
editorialized vociferously against the 
utility. 


The Tax Question 

Now let’s look at the PR angle to 
a topic about which we do an awful 
lot of hollering—the tax question. 

There is no evidence anywhere that 
the tax differential ever has impressed 
a single customer not otherwise in- 
fluenced. 

This is as true as the notes of lib- 
erty’s bell, despite the millions we’ve 
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spent telling the public that we pay 
taxes by the billions of dollars and 
public power agencies pay none. 

Why is the argument a dud? Be- 
cause everything we say on the sub- 
ject sounds as if we’re either com- 
plaining or bragging—or both. What 
is the reaction of the consumer? 

He says, “What’s so noble about 
paying taxes? I pay mine, too— 
plenty. I’d like to see somebody 
get out of paying taxes.” 

Unpatriotic? No. Just plain hu- 
man nature. The public is not going 
to love us just because we pay taxes. 
And they’re not going to refuse to 


accept service from a public agency - 


at mighty attractive rates just be- 
cause the PUD, or whatever it is, 
doesn’t pay taxes. To expect any 
other result would ignore the natural 
laws of human psychology. We should 
not waste our time on this theme, 
except where necessary to expose 
phony “yardsticks.” 

Plainly, the tax war must be fought 
in the halls of our legislative councils 
—Federal, state and local. 

There is no need for me _ to 
belabor you with statistics. We all 
know the issue between capitalism 
and socialism. We know who our 
enemies are and we have no difficulty 
penetrating the disguises behind 
which they masquerade. We know 
their goal is to remake our nation in 
the monstrous image of the all-power- 
ful socialist state. 

I suggest an example not too far 
removed from old Daniel Webster and 
his bout with the Devil. I have in 
mind the success of the Rev. Billy 
Graham, who now is packing people 
into San Francisco’s Cow Palace as 
he has filled arenas elsewhere. It is 
no credit to our Western Baghdad-by- 
the-Bay that he says he found sin 
more rampant there than almost any 
place else in America, I know. But 
that fact makes all the more perti- 
ment my point that Billy Graham 
doesn’t waste his time talking just 
to the believers. As a missionary, he 
works primarily among the non- 
believers and those who have strayed 
from the fold. 

We in the industrial public rela- 
tions field talk a lot and say a lot. 
We are missionaries too. But too 
often we say our piece only in our 
own temples. We can take a les- 
son from Billy Graham in _ speak- 
ing out bluntly and courageously 


(Continued on page 240) 















































Greetings from Latin America 


By Jose R'vera 


Director Administrative, Compania Mexicana De Luz y Fuerza, Motriz S.A. 


Excerpts from an address before the Twenty-Sixth Annual Convention of the Edison Electric Institute, 


BRING you the greetings of Latin 

America. If we look at Latin 

America as it is today, you will 
agree with me that it represents the 
third step in the development of this 
great continent. First, the United 
States, a number of decades ago 
boomed into the great nation it is to- 
day; then Canada; and now Latin 
America is the third step of develop- 
ment. You will agree that our coun- 
tries have faced the same development 
problems and will also agree with me 
that while we have the same problems, 
we can look toward the same solution; 
and that is one thing in common 
which gives us hope that our achieve- 
ments will be similar. 


Turn Back the Clock 


I don’t think my comparison is 
wrong because it doesn’t take much 
imagination to bring the clock back 
a few decades and think what hap- 
pened in this great nation around the 
1850’s. That is happening in many 
Latin American countries right now. 

About two years ago, “Pat” Eng- 
land came to Mexico unheralded and 
unannounced. He told us the great 
story of the development in the United 
States and the marvelous doings of 
the Edison Electric Institute. 

Right then we Mexicans conceived 
the ‘possibility of doing something 
similar, not merely admiring and 
envying the American organization of 
this great electrical industry. Some 
of us had the same idea, that we have 
an organization formed for the Latin 
American countries whereby we could 
pursue the same purposes you have, 
and this already has happened. We 
must give you our gratitude for your 
assistance and cooperation. 


Ike’s Words Inspiring 


Only yesterday it was pointed out 
to me that Mr. Eisenhower said, ‘‘Let 
us engage in better planning and pro- 
moting the common interests of the 
welfare of our countries.” I think his 
words are inspiring and some of the 
things are already happening in this 
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continent. They are bright spots in- 
deed in this troubled world. 

The Latin Americans want peace 
and prosperity, and a base for happi- 
ness. 

We of the electrical fraternities 
should now be thinking of planning 
for a Pan American interconnected 
system as a common denominator for 
prosperity and a true understanding 
of friendship. When this happens, we 
shall fully affirm Pan Americanism to 
mankind. I would like to say a few 
words on what we Latin Americans 
expect of you Saxon Americans. We 
don’t want you to play the role of 
rich uncle, and we don’t like to play 
the role of poor nephews. We would 
rather have you play the role of big 
brother, and we the younger brother. 

We would like for you, indeed, 
to share your experiences not only to 
guide us with good counsel in all our 
endeavors, but in saving us from mak- 
ing the same mistakes. We don’t 
want you to spend your tax money in 
Mexico, but of course, we need the 


capital. But we need the capital in 
good sound enterprises. That would be 
of as much benefit to you as to us. If 
that cannot be met, we do not want 
your money. Indeed we want you to 
give us the benefit of your experience, 
but please when you send somebody to 
Latin America to represent your in- 
terest, do not choose a junior execu- 
tive; do not choose the man you want 
to discard, but be sure you send the 
best because that man will have the 
double responsibility of representing 
the business and representing the 
country. But above all, what we don’t 
want you people to do, or this country 
to do, is turn its back to the free- 
doms ‘that made this nation great. 


Your gallant fight to preserve and en- | 


hance those precious liberties is fully 
appreciated abroad by those who are 
also engaged in the same endeavor. 
Latin America cannot afford a bad 
example from Saxon America in these 
troubled times of continuous threat 


from those who do not want us to | 


continue in the path of progress. 
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By Chas. E. Oakes 


A Broad-Gauge Employee Information Program 


Chairman of the Board, Pennsylvania Power & Light Co. 


An address before the Twenty-Sixth Annual Convention of the Edison Electric Institute, 


once said, “In the conditions of 

modern life, the rule is absolute: 
the race which does not value trained 
intelligence is doomed.” 


ion» NORTH WHITEHEAD 


I think we are all becoming very 
conscious of the reality of this ob- 
servation. The happenings of recent 
months in the race to conquer outer 
space have made clear the incidence 
of scientific knowledge upon our na- 
tional security. The need for greater 
technological understanding and _ bet- 
ter practical application of scientific 
principles has become very clear and 
the urge to acquire such knowledge 
should be fostered. 


These and other past events have 
served to bring forcibly before us 
the truth of this statement in its 
broadest aspects. This intense interest 
in scientific progress has for its basis 
the preservation of America and its 
institutions. But there is a lack of 
real understanding of the institutions 
that made America great. For years, 
there has been the tendency to proceed 
on the theory that widespread and 
complete understanding of the work- 
ings of our American system was, 
perhaps, not wholly essential for the 
mass of our people. Now, we fully 
realize that this is not so. That this 
mistaken notion is being recognized 
is fortunate. But even more so is the 
fact that the problem of spreading 
the knowledge of what we have here 
in America now is getting the more 
concerted attention it deserves and by 
those who have the understanding, the 
ability and, presently, the will to solve 
it. 

We, in our industry for many years, 
have been in the first line of an attack 
by those who would like to remold the 
structure of our American society. 
While we have been sensitive to their 
motives, we have been somewhat less 
than completely successful in translat- 
ing their objectives effectively to the 
public mind. Couched in obscurities 
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made possible by the complexities of 
our modern society and abetted by the 
false cloak of promoting the public 
welfare, these advocates of federalized 
human endeavor have accomplished 
much. 


Is Our Enterprise System Free? 

Without passing judgment on the 
motives of these people — whether 
originating from ignorance or con- 
ceived in malice—the severe depres- 
sion of the ’30’s and the subsequent 
world conflict afforded them unusual 
opportunities, under the guise of 
emergency, to force the nation further 
toward restriction of the individual 
to the point where today we may well 
ask: Is our enterprise system free? 


Democratic Ideals Contaminated 

The results can be found in the in- 
fusion of governmental control con- 
cepts into all parts of our political 
structure and our economic life, with 
the consequent contamination of our 
democratic ideals and the erosion of 
human rights. We see the ever-grow- 
ing assumption by the Federal gov- 
ernment of more and more authority 
in fields traditionally considered as 
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rightfully within the province of our 
state and local governments and of 
ever-greater domination over affairs 
affecting the individual. : 

We in our industry have been in 
the forefront of this conflict of phi- 
losophies. And we are deeply con- 
cerned as to the outcome and the 
consequences. I think I can say with- 
out equivocation that the leaders of 
our industry fully realize that our 
existence in a free competitive society 
embraces ethical responsibilities 
which can not be denied. 

In this struggle, we are faced pri- 
marily with dealing with the most 
dynamic most powerful and important 
things in the world—ideas. And what 
kind of a nation we become depends 
greatly on people—and on their eco- 
nomic beliefs and attitudes. What 
people think and feel finds reflection 
in our national policies, in the laws 
and rules under which the economy 
of the community and of the nation 
are conducted. 


To the average customer and local 
citizen the employee is the company. 
His attitudes, his knowledge of the 
company and the interest he displays 
in the company and his job find ex- 
pression in the stature in which the 
company is regarded by the public. 

The employee is not only a company 
member but he is also an important 
member of the community in which it 
operates and in which it desires favor- 
able acceptance. Management in in- 
dustry is increasingly aware that the 
employee is a key figure. But beyond 
the narrow limits of evident corporate 
self-interest lie the broader ones of 
state and nation. And so we come 
down to the fact that what kind of 
nation we are to have depends greatly 
on the individual—in our case, the 
employee—and on his economic be- 
liefs and attitudes. Therefore, the 
electric utility industry has an obliga- 
tion to inform first its employees and 
then the public itself. We have an 
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immense stake in preserving our busi- 
ness from government encroachment 
and we have the means of accomplish- 
ing this objective as we have what is 
perhaps the closest continuing rela- 
tionship between employee and public 
of any business in America. 

To educate and to stimulate the in- 
terest of the employee in the eco- 
nomics of the American way and of 
our industry is neither simple nor 
easy. It calls for contributions from 
our best and most thoughtful minds. 
It will take time, money, widespread 
effort and expository talents of high 
order. 


Preservation Is a Must 


We are firm in the belief that this 
task to preserve the electric utility 
business is a must, and, indeed, in 
the final analysis we can look at the 
education of the public of our eco- 
nomic processes through our em- 
ployees as a very real contribution. 
It requires a herculean effort to alter 
public attitudes even slightly. In spite 
of what has been done in the past, 
our industry-sponsored polls* con- 
tinue to show that the public believes 
that: 

1. Though there has been some 
improvement in the sentiment fa- 
voring business ownership of the 
electric utilities—yet there is still 
over one out of three who favor 
government ownership. 

2. Though a good proportion feels 
investor ownership of the utilities 
is right—yet there is still about an 
equal number who can see no way 
in which they are concerned. 

3. While approval of government 
power, TVA for example, has de- 
clined some since 1947 and with 
more people knowing about TVA 
than in 1953—yet there are more 
than one out of three who say they 
have no opinion, neither approve 
nor disapprove. 

4. Although a good majority say 
that socialism would be bad for the 
United States— yet only a little 
more than half think that if the 
Federal government produced all 
the electricity in the country this 
would be a move toward socialism. 
These opinions can only be due to 

lack of understanding by the public 
on subjects of vital concern to our 
industry. I cite these few instances 





*“The Public Appraises the Electric Industry, 
1955”—Opinion Research Corp. 
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simply to indicate that there is a 
major job to be done. 

Perhaps no other industry has done 
so much to bring about a rise in the 
social standards as has ours. And 
there is probably no other industry 
better situated to bring before the 
public the facts necessary to dispel 
the misconceptions presently persist- 
ing in the public mind. 

Are our employees in the position 
to give the public this information? 
Recent inquiries of employees by Cen- 
tral Surveys about employees’ knowl- 
edge of our business show the need 
for improvement. They found that: 

While three-fourths of the em- 
ployees of our companies say they 
have read something about the use 
of atomic energy to generate elec- 
tric power—yet only about one- 
fourth recognize the atom as a new 
fuel source and a conserver of our 
natural resources. 

While the majority of our em- 
ployees know that TVA pays no 
Federal income taxes—yet only one- 
fourth know that TVA pays no in- 
terest on the funds provided by the 
nation’s taxpayers. 

The word “preference” is not well 
understood. Only one-fourth check 
the right answer; about as many 
think that “preference means pro- 
viding power to hospitals or schools 
ahead of other users, and again 
about as many say they don’t know 
what it means. 

The word “partnership” is even 
less understood and in defining it 
only 3 per cent of the employees 
check the right answer. 

With the evidence before us that 
an information program for em- 
ployees is an absolute necessity, what 
can we do and how can we go about 
getting this job done? 


Employee Program 


An employee relation and informa- 
tion program should be considered 
as a most important phase of a com- 
pany’s work. The department head 
operating employee and public in- 
formation programs should have ac- 
cess directly to the top executive in 
the company and preferably should 
have executive standing paralleling 
heads of other departments. This de- 
partment should also presumably con- 
cern itself with employee selection, 
employee training, position evalua- 
tion and classification and employee 
appraisal. 
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The basic concept of an employee . 


information program is to fortify 
the employee with information go 
that he will be first a more efficient 
company employee. In turn, he be. 
comes an ambassador of good will for 
the company and a reliable source 
of information to his neighbors, his 
friends and to the general public on 
fundamental economic principles of 
the American enterprise system. In- 
herent in the process, he will be well 
informed on every phase of the com- 
pany’s operations and its problems, 


Our Economic Philosophy Essential 


It can not be-assumed that em- 
ployees generally have a _ thorough 
knowledge of the American economic 
system. The subject generally has not 
been taught effectively in the secon- 


dary school systems from which the | 


great majority of our employees is 
drawn. Therefore, we should start 
an employee information program 


with a good grounding in the essential | 


facts of our economic philosophy. 


There is an amazing ignorance of | 


the basic facts with respect to the 
profit that is being made by Ameri- 
can business. Many polls have been 
conducted which indicate the belief 
that 25 per cent profit is normal as 
compared with the more realistic fig- 


ure of 4 per cent to 6 per cent. In § 
a study of the American economic | 


system, the discussion should include 
such fundamental subjects as profits 
and the division of income, with par- 
ticular reference to the role that labor 
plays and the proportion that labor 
receives; a discussion of the machin- 
ery of the economic system by which 
raw materials are converted into the 
finished product and values are added 
as they pass through from one process 
to another; the role that government 
plays in the economy and the neces- 
sity for and the impact of taxes. 
Such a discussion should include 
the creation of wealth and its sources. 
All these elements and many others 
must be encompased in any worth- 
while program for presentation to 
employees. One such program has 
recently been acquired by the Edison 
Electric Institute for use by its mem- 
ber companies. This is the “Ameri- 
can Economic System,” embraced in 
a 96-page illustrated booklet contain- 
ing a six-hour employee information 
course together with a kit of demon- 
stration materials, and material for 
a training school for conference 
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jeaders for the conduct of the training 
program. 

It is necessary that the broad areas 
of economics be thoroughly under- 
stood in order that more effective 
training of employees may be con- 
tinued in a specialized program relat- 
ing to the utility business. This is 
the paramount reason that employees 
must thoroughly understand the over- 
all American economic system. Not 
only must they understand these basic 
facts, but they must also believe in 
them. Otherwise, continued training 
of employees on the economics and 
operation of the public utility busi- 
ness will fall on barren ground. 

Management must know whether 
the training given employees is ac- 
complishing the purpose, namely, that 
their area of economic understanding 
is being widened. How can we deter- 
mine that real results are being ob- 
tained? This can be done by requir- 
ing each employee to answer a set 
of questions on the subject before 
the program is started and again re- 
quiring the same set of questions to 
be answered upon completion. In this 
way a real measurement of the in- 
crease in understanding can be had. 


Some Adopted Education Programs 


Several of our companies have had 
the foresight to adopt or by force 
of circumstances have undertaken 
broad-gauged employee education. 
They have found them to be a reward- 
ing experience—both in terms of set- 
tling troublesome local situations and 
in cementing the valued ties between 
management and employee. 

Comparative surveys have shown 
what employees absorb and the better 
understanding gained on important 
issues as against the knowledge of 
others not similarly schooled. 

Take, for example, one company’s 
experience when recent acquisitions 
of properties afforded a direct mea- 
sure of comparative understanding. 
In the new areas acquired, an educa- 
tional program had not been in effect 
as it had among the other employees. 
They found that: 

One-fourth fewer employees in 
the new areas than among company 
employees as a whole knew that 
TVA did not pay the same taxes 
as the electric companies. 

In the newly acquired areas one- 
half more than the company aver- 
age had no opinion as to whether 
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TVA paid any interest on govern- 
ment money it uses. 


Of those who did answer that 
TVA has not proved satisfactory 
as a “yardstick” for measuring 
rates, a smaller proportion in the 
newly acquired areas gave such 
specific reasons as the tax and in- 
terest subsidies TVA enjoys. 

Less than half as many in the 
new areas as the average knew that 
REA co-ops and municipal systems 
have preference over the electric 
companies in buying power from 
Federal projects. 


Twice as many in the newly ac- 
quired areas as the average said 
that REA co-ops and municipally- 
owned systems pay the same taxes 
as the electric companies. 

About one-third fewer than aver- 
age said that the best way to con- 
trol floods and conserve water is by 
small dams and soil conservation 
methods on the small watersheds 
rather than by large multipurpose 
power generating dams on the main 
streams. 

Fewer employees in the areas re- 
cently acquired said they had heard 
or read of the proposals for TVA 
revenue bonds, fewer know about 
using the atom to produce electric 
power and in one of the newer 
areas, an average number, and in 
the other, twice the average pro- 
portion said the Federal govern- 
ment shorld build nuclear generat- 
ing plants. 

Experience in these instances shows 
that where their employees have be- 
come thoroughly informed they have 
a higher record of discussions of com- 
pany and industry problems with 
other people. This is highly significant 
and conclusive evidence that, given 
an informed personnel, a vast number 
of the public can be reached in a 
friendly intimate way. It is in such 
an atmosphere of friendliness that 
public approval of our business can 
be cultivated and activated most read- 
ily. 


Many Methods Used 


A good many methods have been 
tried for imparting information to 
large groups. Perhaps the most suc- 
cessful one is the lecture and group 
discussion method. Groups of em- 


-ployees of perhaps 30 to 40 are 


brought together on company time 
and a program undertaken by trained 
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conference leaders and lecturers, who 
are preferably employees from super- 
visory ranks and generally in the mid- 
dle strata of supervisory levels. 

The training of the conference 
leader is a most important phase of 
this operation. He may devote full 
time or part time to the program, de- 
pending upon how the particular util- 
ity management desires the program 
to be set up. It can not be emphasized 
too often that these educational pro- 
grams be done on company time. This 
gives it stature and serves as notice 
to the employee that the company con- 
siders it important business. While 
employee turnover in the utility busi- 
ness is relatively low, nevertheless in 
the course of a few years a substantial 
number of new employees will have 
joined the company and they too, at 
some suitable time after becoming an 
employee, should be given this educa- 
tional program. Thus, an employee 
information program becomes a 
never-ending job of education. 

After employees have been given 
the essentials of the American eco- 
nomic system, the program should 
then be expanded to cover the public 
utility business in general and finally 
take up the many facets of the com- 
pany’s affairs in particular. These 
programs should be comprehensive 
and cover every phase of the com- 
pany’s operations. 


Recommendation 


I would recommend that the prepa- 
ration of an employee information 
program on the utility business and 
Your Company be introduced with a 
statement of and a discussion of the 
“Objectives of America’s Electric 
Light and Power Companies.” This 
is a statement of the principles and 
policies intended as a guide to show 
how the electric power industry can 
continue to operate within the frame- 
work of the free enterprise system. 
The statement was recently adopted 
by the Edison Electric Institute direc- 
tors for the use of the management 
of member electric utility companies. 
These eleven objectives are: 

1. To Serve the American Peo- 
ple with a Dependable Supply of 

Electricity to Meet Their Needs. 


2. To Plan Effectively to Meet 
Future Requirements. 


3. To Sell Electricity at the 
Lowest Practical Price. 


4. To Maintain Adequate Earn- 
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ings and a Sound Credit Standing. 

5. To Raise at the Lowest Prac- 
tical Cost New Capital Required 
for New Facilities to Serve Their 
Customers. 

6. To Operate Under the Pres- 
ent System of Government Regu- 
lation. 

7. To Work with Agencies of 
Government In Carrying Out Ap- 
propriate Functions where Electric 
Power is Concerned. 

8. To Further the Application 
of Electric Power to Human Needs 
through Research, Promotion, and 
Cooperation with all Segments of 
the Electric Industry. 


9. To Operate within a Frame- 
work of Good Employee Relations 
Policies and Practices. 

10. To Operate as Good Citizens 
Both Locally and Nationally. 

11. To Help Develop and 
Strengthen the Economies of the 
Communities Served. 

An employee information program 
should include a history of the com- 
pany, a description of the geography 
of the company’s cperations and of 
the physical property and how it is 
operated. This would entail a descrip- 
tion of the company’s organization 
and how the departments are inter- 
related and how each job fits in with 
every other job. Such a program 
should include an analysis of the com- 
pany’s revenue and expense compo- 
nents and of its balance sheet and of 
the methods which have been used in 
financing the company’s operations. 


Economics Should Be Discussed 


The economics of the _ business 
should be thoroughly discussed; who 
its suppliers are and where its mate- 
rials, supplies and fuel are secured; 
and a discussion of the dollar flow 
back into the community of payrolls 
and supply purchases, which directly 
affect the economy of the area served. 
A discussion of the company’s rela- 
tionships at all government levels and 
the importance of the company in 
helping to solve community, industrial 
and economic problems are other sub- 
jects. The methods by which the 
company communicates with its cus- 
tomers and the company’s policies and 
programs which it has developed in 
rendering day-to-day service quickly 
and effectively and in emergencies 
would form an important part of such 
a program. 


EDISON ELECTRIC INSTITUTE BULLETIN 


Finally, a well-rounded employee 
program should include a thorough 
discussion of the relations of govern- 
ment to our business. Perhaps this 
should be introduced by an elementary 
discussion of American Freedoms in- 
cluding the history of freedom, the 
guarantees afforded by our constitu- 
tion and the methods which must be 
pursued by our citizens to keep our 
freedoms from being invaded by dele- 
gated authority. 

A thorough analysis of public 
power as it applies generally to the 
public utility industry in the country 
and specifically its effects, short and 
long range, on the employee’s own 
company; the preference clause and 
how it works; tax and other subsidies 
which are offered to public power; all 
should be carefully and thoroughly 
presented. And, of course, Atomic 
Power and its impact and potentials 
should be included as well. 

In any presentation of an employee 
information program, the employee’s 
knowledge of the subject should be 
tested in advance of the introduction 
of the subject and should be again 
tested upon the completion of the 
program. It is only by this method 
that the management can be assured 
that the training processes have been 
effective and strengthened in those 
areas where deficiencies may show. 

To do less than a comprehensive 
job in employee training will fall 
short of the objective. And to do a 
comprehensive job will take time in 
preparation and in presentation. The 
company’s day-to-day operations must 


continue. The employee’s interest 
must be aroused and his interest 
maintained. Too long an interval of 


time between presentations will serve 
to dissipate interest and too short an 
interval may interfere with the com- 
pany’s operations. 

The suggestion has been made that 
an hour a month for the general em- 
ployee is about the maximum interval 
that should be set in order that the 
total job can be accomplished in a 
reasonable time. 


30 Sessions Minimum 

What is a reasonable time? It will 
be difficult to compress the wealth of 
subjects into less than 30 sessions. 
This would require 2%4 years for 
minimum complete coverage at the 
rate of one session per month for 
each employee group. I have the feel- 
ing that once we have proceeded this 
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far, the very great value of these ef. 
forts will become apparent and new 
areas of effective understanding will 
claim attention. Thus again the 
enormity of the job and its impor- 
tance is emphasized. 

Our supervisory employee should 
not be overlooked in setting up an 
employee educational program. Every 
company has a program, formal or in- 
formal, for the training of supervis- 
ors in the operations of the company’s 
business as such. Many companies do 
not have an education program of 
training supervision in advanced eco- 
nomics and practices concerning busi- 
ness generally and specifically applica- 
ble to the utility business. The Public 
Utilities Reports ‘Guide and Leaders 
Manual for Supervisory Employees of 
Utilities” is an excellent course cov- 
ering 50 subjects on the nontechnical 
side of our business. The United 
States Chamber of Commerce has a 
study course for supervisory em- 
ployees consisting of 17 pamphlets on 
the American Competitive Enterprise 
Economy for use by economics discus- 
sion groups. 


Employee Education’s Importance 


Employee education is of such im- 
portance that it should be lodged in 
a department which is sufficiently 
staffed to train the conference leaders 
and lecturers who are to be charged 
with the responsibility of carrying 
out the program. This work should 
be given status at the vice presiden- 
tial level. This will serve to emphasize 
generally to the employee and also the 
public the importance of this phase 
of the company’s operations. 

The most important long-term prob- 
lem facing the electric utility indus- 
try is the continued invasion and 
growth of public power in our field of 
endeavor. In the long-term view, Con- 
gress must answer to the weight of 
public opinion and an informed pub- 
lic opinion starts with the individual 
voter. The individual voter is also our 
customer. Every employee of a pub- 
lic utility should believe in the car- 
dinal principle that electric service 
to the public can be rendered better, 
at the lowest over-all cost and more 
efficiently by private industry than a 
government agency. The employee is 
the key to a properly informed public 
of these facts. 

It is our duty as executives and 
supervisors in this industry to assem- 
ble and present the necessary facts. 
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to see that every employee is com- 
pletely informed and to instruct him 
in the manner and ways of transmit- 
ting these facts to the public. 


Few Customers Contacted 


National surveys show that only 8 
per cent of our customers say that 
they have been talked to by an em- 
ployee. This 8 per cent should be ad- 
vanced to 75 per cent in a five-year 
program. An employee information 
program is the one most effective way 
to accomplish the job of stemming the 
tide of invasion of public power in our 
business and of preserving the Ameri 
can economic system. If the utility 
industry succumbs to the public power 
threat, then the natural gas industry, 
the oil industry and other extractive 
industries will be next in line. 

If an employee information pro- 
gram is placed in charge of top level 
management, is adequately staffed, 
and a thorough training program in- 
stituted to cover the entire personn¢ 
in every company, the morale and 
esprit de corps of every utility will 
be greatly improved and the level oi 
understanding by the public of the 
electric utility industry will be im- 
measurably increased. If we can 
reach a goal whereby 75 per cent of 
our customers know and talk to our 
employees, who are thoroughly trained 
in the knowledge of the American en- 
terprise system and of the public util- 
ity industry, we can solve the prob- 
lem of invasion of the government in 
our business and reap the benefits of 
an organization with an ever-increas- 
ing efficiency in the conduct of our 
business in service to the public. 

Thirty years ago we dismissed 
lightly the theory that governmental 
policies were leading to destruction 
of our freedom. Today we no longer 
have a theory—we have the condition. 
Can the already destructive damage 
be undone? Can further erosion be 
arrested and prevented? What can 
we as responsible people do about it? 
These are the questions I ask you te 
consider. The problem is up to us and 
to every thinking citizen. 


Employees’ Views 

Perhaps the most effective effort 
we can make is to provide the way 
for our employees to gain a better 
understanding. Given a better knowl- 
ege of our American System and the 
important role our industry plays in 
our national scene we should urge 
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them to make their views known t 
their friends and associates within 
the civic and social circles their voices 
reach. They should be encouraged to 
lend their support to public officials 
of integrity who stand for the preser- 
vation of a free America. We must 
recognize that it is the decisions of 
the millions of our people, each exer- 
cising his own individual right of ex- 
pressions that in the end determines 
the kind of nation we are ultimately 
to have. Our industry is very close to 
every community we serve—our em- 
ployees are a living part of the thou- 
sands of communities we serve 
throughout the land. So we fortu- 
nately have the means of reaching 
into these communities in an intimate 
way. 





Reason Over Force 

There is, in my opinion, a close tie 
between understanding of the issues 
and good citizenship. And there ex- 
ists an abiding relationship between 
good citizenship and improvement in 
our social and economic system. It 
takes but a moment’s thought to real- 
ize that the peoples of the world have 
maintained dignity and decency in 
their relationships with others in pro- 
portion to the degree to which they 
have been able to hold to democratic 
principles. Progress, in its broadest 
human sense, has been greatest in 
those countries where reason prevails 
over force, where the general welfare 
is paramount and the limited interest 
of minorities is subordinated. 

In the final analysis, the task we 
face is one for the individual. If we 
are to meet it successfully we must 
actually believe in what we say and 
our beliefs must find expression in 
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action. Apathy and complacence are 
luxuries we can no longer afford. We 
must be willing to match by our ef- 
forts the fanatical fervency of the 
collectivist planners who are hard at 
work—day and night. If we expect 
to enjoy the biessings of freedom we 
must be willing to pay the price—~-tc 
undergo the arduous work of support- 
ing it. This we must do if we are to 
restore those principles which Lincoln 
ealled for: “that this nation, under 
God, shall have a new birth of free- 
dom.” 

We are going to need a staggering 
amount of power in the decades which 
lie ahead. I believe most strongly. 
that the best answers to the problems 
of research, technology and indeed all 
areas of knowledge affecting human 
progress will be found in what we 
know as the American way. 

We must guard against those ero- 
sive forces which unchecked will un- 
dermine and destroy the structure of 
liberty, the process of attrition abcut 
which more than 2,000 years ago Aris- 
totle warned when he wrote: “one 
thing takes the place of another, so 
that the ancient laws will remain, 
while the power will be in the hands 
of those who have brought about revo- 
lution in the state.” 


Horizons Unlimited 


The horizons of the future are : 
boundless as human _ understanding 
and free men can make them. 

Let us accept the challenge to Amer- 
ica’s future they present, realizing 
that “for anything worth having one 
must pay the price; and the price i: 
always work, patience, love, self-sacri- 
fice—no paper currency, no promises 
to pay, but the gold of real service.” 


Is Your Top Management “Tops”? 


(Continued from page 211) 


objective appraisal. The crux of the 
matter is that we should be fully 
aware of the importance of opera- 
tions improvement and of increasing 
our efficiency and that its accomplish- 
ment should be recognized by man- 
agement as one of our greatest op- 
portunities and one of our greatest 
challenges. 

That’s what can make public utility 
management more stimulating, more 


exciting, and more challenging than 
it has ever been in the history of 
our industry, both for those of us 
who have management responsibili- 
ties now and for those who will follow 
us and who will be at the helm of 
our industry when the first hundred 
years roll around in 1979. What we 
do today will determine how con- 
fidently they can say then, “Power 
Is Our Business.” 
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Where Do We Go from Here? 
(Continued from page 221) 


breakdown for our company for 1957. 
Cost to The Connecticut Light & 
Power Co. of Membership in 
National Electric Utility 
Organizations for 1957 
(CL&P Co. Electric Revenue— 
$65,437,974; Meters—319,264) 





Edison Electric Institute $14,664 


ECAP 24,737 
PIP 7,200 
National Association of 

Electric Companies, 5,247 


Four-group total $51,848 


The four-group total represents 
less than one-tenth of one per cent of 
our electric revenue and—as we say 
about electricity itself—it is one of 
the biggest bargains in our family 
budget. 

It is evident that we do not need to 
worry too much about selling EEI to 
the industry. With a few exceptions, 
EEI is the industry and its value is 
fully appreciated. Those of us who 
have played some part in one or more 
of the other three undertakings are 
likewise convinced that each has a 
significant and important role to play. 

So I offer my answer to the ques- 
tion of “Where Do We Go From Here 
and How Do We Get There?” We are 
seeking, and I believe we are capable 
of obtaining, far greater public un- 
derstanding and support of our pri- 
vate enterprise philosophy than exists 
today. The way to that goal is two- 
fold—first, doing the best job we can 
and recognizing our responsibilities 
as citizens in the communities we 
serve; second, through cooperative ac- 
tion on all four fronts at the national 
level. May I urge those of you who 
are not now 100 per cent in this sec- 
ond category to reconsider your posi- 
tion in light of the present situation. 

There is abundant evidence that 
our industry has made important 
progress in its efforts to win public 
confidence. The recent ruling of the 
Internal Revenue Service concerning 
the non-deductibility for tax purposes 
of ECAP expenses which was insti- 
gated by Clyde Ellis, Estes Kefauver, 
et al., shows that the government 
giant power crowd is running scared. 
If there was ever a time when a 
united front at the national level was 
needed to keep the ball rolling, it is 
now. 
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Frank M. Wilkes 


RANK M. WILKES, chairman of 

the board, Southwestern Gas and 
Electric Co., and former member of 
the board of EEI, died May 29 in 
Washington, D. C., where he was testi- 
fying before the House Interior Com- 
mittee. He was 69. 

Mr. Wilkes, born in Salt Lake City, 
received a degree in electrical engi- 
neering from Kentucky State Univer- 
sity. He began his career with West- 
ern Electric in Chicago and in 1909 
joined Public Service Co. of Northern 
Illinois. Subsequently he was associ- 
ated with Public Service Co. of Cen- 
tral Kentucky and later the Arkansas 
Power & Light Co., where he served 
as commercial manager, operating 
superintendent, general superinten- 
dent, general manager and vice presi- 
dent in charge of operations. 

Mr. Wilkes joined Southwestern in 
1941 and shortly after became vice 
president and general manager. He 
was elected president in 1942. Mr. 
Wilkes retired as president in 1954 
and was named chairman of the 
Southwestern board. 

While he was in office, Mr. Wilkes 
directed the largest building program 
in Southwestern’s history. He served 
as chairman of the Southwest Power 
Pool, formed in World War II to 
make available for the war effort the 
pooled capacity of utility companies 
in the Oklahoma-Missouri-Arkansas- 
Louisiana - Eastern Texas - Western 
Mississippi area. 

Mr. Wilkes served three terms as 
a member of the board of EEI, from 
1944-1947; 1949-1952; 1953-1956. 
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Shape of Things to Come # 


(Continued from page 183) 


ployee, share owner, and community 
neighbor—is provided with the facts 
about those issues that affect the 
ability of business to serve the peo- 
ple of the United States. This can 
and should be done on a non-parti- 
san basis. 

As a private citizen, the business- 
man must work for and contribute to 
the party of his choice, building sup- 
port for those candidates that best 
represent his personal point of view. 
I emphasize “the party of his choice” 
because there are high-quality can- 
didates in both parties. The best way 
in the long run to assure good gov- 
ernment is to have men of sound 
and independent judgment in each 
party. 

This discussion of the _ political 
challenges has led us to my final 
point: that ultimately, the future is 
being shaped in the minds and 
hearts of men. 

Scientists can try to predict what 
will happen in the _ laboratories; 


economists and sales managers can | 


try to forecast the trends in the 
marketplace; politicians promise the 
moon with a satellite around it. 

But the future cannot be mathe- 
matically determined or rigidly con- 
trolled. In a free society, the future 
is shaped by the character of the 
people. Each of us has a different 
picture of the future he desires, and 
none of us can have his way en- 
tirely. Yet the faith of the free so- 


ciety is that what does come about, | 


with all its faults, is far superior to 
anything produced by a centrally di- 
rected society. 

In this great electrical industry, 
so vital to the national advance, let 
us resolve to do our full share to 
bring about the future envisioned 
here today. Let us plan, work, in- 
vest, produce, and sell confidently, 
regardless of the passing troubles 
of the day. 

Let us work to accelerate the 
pace of progress in the laboratories 
and the marketplace. 

Let us work to have the capacity 
in place and ready for each new 
surge of national growth. 

And let us work to build the cli- 
mate of public opinion that will pre- 
serve and enhance the vitality of free 
enterprise, in the service of a free 
society. 
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The High Cost of Redemption 


By Admiral Ben Moreell 


Chairman of the Board, Jones & Laughlin Steel Corp. 


An address before the Twenty-Sixth Annual Convention of the Edison Electric Institute, 


S engineer, naval officer and in- 
A dustrialist, I have long been in 
touch with the problems of 
power —its generation, distribution, 
utilization and, one might add, its so- 
cialization. As Chairman of the Task 
Force on Water Resources and Power 
of the Second Hoover Commission, I 
had many opportunities to speak and 
write about power. Power is the life- 
blood of our industrial machine, and 
what happens to power, for good or 
ill, will affect all industry. 


First Target of Socialists 


The power industry has some prob- 
lems which most other industries do 
not have, at least to the same degree. 
Yours was the first target of the so- 
cialists. The earliest socializers in 
this country were strong advocates of 
public power. There were others who 
claimed, in one breath, to stand for 
free enterprise, but who in the next, 
advocated government ownership of 
utilities; and they saw no inconsis- 
tency in this. As early as 1906 the 
Federal government undertook to gen- 
erate and sell electric power. Since 
that date, government ownership has 
grown rapidly so that at present Fed- 
eral projects, built and_ building, 
amount to about 15.2 per cent of the 
country’s total capacity. And by 1960, 
if state and local power projects are 
included, approximately one quarter 
of all the power produced in this coun- 
try will issue from generating plants 
owned and operated by government. 


Government in Business 


However, the progressive socializa- 
tion of your industry is not a problem 
peculiar to it. The entire country has 
careened toward socialism during the 
past half century. The Federal gov- 
ernment now engages in several thou- 
sand different kinds of business in 
competition with its own citizens; 
while private business operates in an 
atmosphere of Congressional criticism, 
hostile suspicion, controls, punitive 
taxation and costly intrusions by Fed- 
eral inspectors. Your problems, seri- 
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ous as they are, are but the advanced 
symptoms of an endemic disease which 
afflicts the country at large. 

For more than a generation collec- 
tivism has been edging over our land- 
scape like a gigantic ice-cap. Its prog- 
ress has been uneven, so some of us 
have been encouraged to think we 
might escape personal disaster by ob- 
taining a politically privileged sanc- 
tuary. But it is now clear that not 
one of us will save his skin unless 
there is a rebirth of liberty for all. 

The major social trend of our time 
is toward increased government con- 
trol of our daily lives. The pretense 
is that government will exercise con- 
trol over business and industry for 
the good of all. The plan may be to 
control only the economy; but the 
economy cannot be politically directed 
without controlling persons. The eco- 
nomic order represents our livelihood, 
and whoever controls our livelihood 
has a powerful instrument to control 
us. It is not necessary to own a man 
in order to dominate him; man is mas- 
tered by those who control the fruits 
of his labor. 

There can be no answer to the prob- 
lems of any one business, or any one 
industry, or even of all industry until 
we find the solution to the crisis of 


Page 233 


our society. And the crisis of our 
society is the crisis of liberty. This 
nation was established that men, vol- 
untarily accepting the discipline of 
God’s rule, might enjoy the blessings 
of liberty. But as things now stand, 
we have been conditioned to curbs and 
controls to such an extent that we ac- 
cept regimentation with hardly a pro- 
test. It appears that we are losing the 
will and the courage to resist enslave- 
ment. 


Society Isn’t ‘Murdered’ 


In this historic City of Boston, the 
late President Lowell of Harvard Uni- 
versity — lawyer, educator, philoso- 
pher, and student of history—made 
this statement: “No society is ever 
murdered; it commits suicide.” 

In the light of recent world-shak- 
ing events—political, social, economic 
and military—and our panicky reac- 
tion to them, we may well ask, “Is 
our American society now in the proc- 
ess of committing suicide? Are we 
losing our heritage of liberty? If so, 
can we reverse course, and what is 
the price we must pay to correct past 
errors?” 

It is my purpose to show that we 
are indeed on a suicidal course; that 
in recent decades we have been yield- 
ing to government our individual re- 
sponsibility to secure “the blessings 
of liberty for ourselves and our pos- 
terity”; that this deterioration, if con- 
tinued, will lead ultimately to slavery; 
and, finally, that there is a way out— 
provided we are willing to pay the 
price of redemption. I shall estimate 
that price and you will see that it is 
very high, in terms of moral courage; 
individual reform; personal sacrifice. 


To Preserve Our Freedom 


It demands that we, too, be will- 
ing to pledge “our lives, our fortunes 
and our sacred honor” to regain and 
preserve our freedom, as was done 
once before at a crucial, point in our 
history. 

Before we assess our present situa- 
tion, let us look briefly into the basic 
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concepts upon which our forebears 
erected this nation. Then we will be 
in a better position to determine the 
way out of our present crisis, and 
what is demanded of us. 

The Founding Fathers rebelled 
against the established disorder of 
petty political tyranny. But the real 
American revolution began long be- 
fore our Declaration of Independence. 
It began as an idea. It was a religious 
—not a _ political—idea. The real 
American revolution manifested itself 
in the Eighteenth Century as the po- 
litical application of certain religious 
concepts about the nature of man and 
his place in the universe which are 
inherent in the Judeo-Christian tradi- 
tion. 

All Power Flows from God 


The basic concept was that all power 
and all authority flow from God, the 
Ruler of the Universe. Since all men 
are creatures of God, each of us de- 
rives his individuality and his free- 
dom directly from God. Thus, each 
person is sovereign in his relations 
with all other persons. It follows that 
no man can arrogate to himself the 
authority to trespass on the God-given 
or natural rights of others without 
violating the moral law, nor can any 
group invest itself with such author- 
ity. 

The political application of this re- 
ligious concept of natural rights gave 
birth to the idea of limited govern- 
ment and its corollary, the inalienable 
right of every individual to contro] 
the fruits of his own labor, that is, 
his honestly acquired property. This 
so-called “property right’ is, in fact, 
a “human right.” It stems from man’s 
right to life, which carries with it the 
right to sustain that life on the fruits 
of his labor. 

The “right to life,” standing alone, 
has little meaning; to have its full sig- 
nificance, the right to life must be 
coupled to economic freedom. I re- 
peat, it is not necessary to own a man 
in order to control him; man is con- 
trolled by those who control the fruits 
of his labor, either by direct expro- 
priation, by unwarranted taxation, or 
by any other means. 

The ideal of a free people composed 
of sovereign individuals was derived 
from these concepts. Government, 
relegated to the status of a service 
agency, was to be strictly limited in 
function to the protection and preser- 
vation of the rights of individuals. 
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The powers of government, obtained 
by delegation from the citizens, were 
provisional. They were to be retained 
only as long as they were exercised 
within their carefully prescribed lim- 
itations. 

Having wrested their independence 
from England by a bloody war in 
which they risked all they had, our 
forebears established a society whose 
political agency was to be kept within 
bounds by conforming it to the prin- 
ciples of the Declaration of Indepen- 
dence. A Constitution was drawn up 
to provide a legal structure for these 
political ideals and to specify the lim- 
ited functions assigned to the new 
government by the people and the 
States. And, not content with the 
many restrictive provisions of the 
Constitution itself, they insisted upon 
further safeguards in the first 10 
amendments, the Bill of Rights, which 
might better be called a “Bill of Pro- 
hibitions,” since it is filled with such 
restrictive phrases as “Congress shall 
make no law”... “The right of the 
people—shall not be violated”... “The 
right of the people shall not be in- 
fringed .. .”, ete. 

A society was established on these 
shores designed to encourage the in- 
dividual to develop his God-given tal- 
ents to the full by providing maxi- 
mum personal freedom of choice with 
a collateral personal responsibility for 
the results of that choice, the risk of 
the penalty of the wrong choice being 
accepted as the price of freedom. 
Thus, the individual was to be free to 
direct his own creative and productive 
energies, unhampered by restrictive 
laws, rules and regulations imposed 
by political masters. 


Freedom Is Human Nature 


While the emphasis was on the sov- 
ereign individual whose rights and 
liberties it was the duty of govern- 
ment to secure, it must not be as- 
sumed that the profound thinkers who 
shaped our institutions were advo- 
cates of an undisciplined individuality. 
They emphasized freedom because 
they believed that freedom is a re- 
quirement of human nature; but’ they 
held that this freedom must be exer- 
cised within the framework of God’s 
moral code. 

The political agency envisioned in 
the Declaration of Independence and 
set up by the Constitution was de- 
signed to end man’s control of men. 
The goal was a society in which each 
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person would be free to govern him- 
self, with political intervention sanc.- 
tioned only to remove outside inter- 
ference with this aim. The disciplines 
and controls were to come from within 
a man’s own being as he sought to 
live out the demands of his religion. 
I am well aware of instances where 
the idealism in this scheme was dis- 
torted in actual practice by human 
ignorance, error and evil. This was 
to be expected. People are fallible, 
and no society is perfect. Not even 
its shortcomings, however, can detract 
from the nobility of the experiment 
in self-government launched here a 
century and three quarters ago. 


French Revolutionary Tactics 


3y contrast, the French revolution 
aries of this period tossed both reli- 
gion and historical experience over- 
board. They tried to establish a com- 
pletely rational and completely new 
society, one which sought to empha- 
size the primacy of the rights of man 
by denying the existence of God. The 
result was the reign of terror which 
ended in the dictatorship of Napoleon. 

George Washington probably had 
both America and France in mind 
when he said in his Farewell Address: 

“Of all the dispositions and habits 
which lead to political prosperity, re- 
ligion and morality are indispensable 
supports. . . And let us with caution 
indulge the supposition that morality 
can prevail without religion. . . Rea- 
son and experience both forbid us to 
expect that national morality can pre- 
vail in exclusion of religious princi- 
ple.” 

Thirty-five years after Washing- 
ton’s address, in 1831, the gifted 
French scholar, de Tocqueville, after 
an extended tour of America, ob- 
served: 

“Whilst the law permits the Amer- 
icans to do what they please, religion 
prevents them from conceiving, and 
forbids them to commit, what is rash 
or unjust.” 

The Founding Fathers knew that 
the natural roots of human liberty are 
founded in God’s moral law, i.e., in re- 
ligion. Cut off from these roots, lib- 
erty standing alone is too fragile a 
thing to survive very long in our kind 
of world. They knew that all the “law 
and the prophets” hang on the two 
great Commandments, to love God 
with your whole being and to love 
your neighbor as yourself; and that 
liberty without such love becomes li- 
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cense which leads ultimately to an- 
archy and then to slavery. 

“Man ultimately will be governed 
by God or by tyrants,” said Ben 
Franklin. And Canon Bell, the great 
Episcopal scholar, summarized the 
matter when he asked: “If there are 
not sufficient internal restraints on 
appetite, must there not be external 
restraints?” 

In short, the design here was to 
establish a climate in which every per- 
son could achieve his greatest devel- 
opment in those positive factors which 
contribute to a good society—moral 
courage, integrity, understanding, rea- 
sonableness and individuality. These, 
in turn, would provide a firm base to 
act as a launching platform for at- 
tainment of the higher ends of life— 
such as scholarship, art, music, char- 
ity and worship. 

Such is the basis of the real Ameri- 
can revolution, whose essential pur- 
pose is to unfetter the creative and 
productive energies of men— and 
whose spirit is still the best hope of 
all mankind. 

Where are we today? How far have 
we departed from these basic concepts 
of the nature of man and his relation- 
ships to God and to his fellowmen? 
Do we still look upon government as 
an agency responsive to the people, 
whose limited function is to protect 
the God-given rights of individuals, 
all individuals, from infringements by 
others, all others? Or have we come 
to look upon our own creation, govern- 
ment, as the all-knowing, all-powerful 
deity, the gold-plated calf, at whose 
altar we must worship if we are to 
be fed, clothed and housed? 

This is a fundamental question, but 
as soon as we ask it seriously the con- 
trast between our early standards and 
our present situation becomes glar- 
ingly obvious. 


Federal Government Grows 


An approximate gauge of the de- 
gree to which we have departed from 
those standards is the gigantic growth 
in size, scope and power of the Fed- 
eral government—with the inevitable 
attendant shrinkage of state sover- 
eignty and personal liberty. 

Let us look at some of the latest 
statistics in this area, compiled by the 
Second Hoover Commission. In 1910, 
the Federal government cost the aver- 
age American family $38 per year; 
in 1955 it was $1,600, an increase of 
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4200 per cent in costs while the popu- 
lation was increasing only 81 per cent. 
During this same period the Federal 
debt grew from slightly over $1 bil- 
lion to $275 billions—and the Federal 
payroll (civilians only) from 384,000 
to 2,362,000. At the same time the 
Federal Budget grew from $639,000,- 
000 to $65 billions, an increase of 
about 1,000 per cent. 


Taxes—1916 to 1954 


In 1916, the tax collections of the 
Federal government amounted to only 
23 per cent of the total tax take, state 
taxes being 12 per cent and local taxes 
65 per cent. By 1954 the process of 
centralization in Washington had pro- 
gressed so far that the figures were 
Federal 74 per cent, state 13 per cent, 
and local 13 per cent. 

In addition to the officially declared 
$275 billions in national debt, the 
Hoover Commission found that there 
are $495 billions in contingent and 
“moral obligations,” i.e., actual or im- 
plied guarantees by the Federal gov- 
ernment. 

The Federal government owns about 
one-fourth of the land acreage of Con- 
tinental United States and now has 
total real property with an acquisition 
cost of $42.9 billion, marking a $2.9 
billion increase over the previous 
year. It owns and operates some 3,000 
business and commercial facilities, 
and its functions are carried on by 
1,937 major operating units. 

Our social disease is political ele- 
phantiasis, as is clearly indicated in 
the following official statement made 
by the late Rowland Hughes, at that 
time director of the Federal Bureau 
of the Budget. He said: 

“The Federal government is, among 
other things, the largest electric power 
producer in the country, the largest 
insurer, the largest lender, and the 
largest borrower, the largest landlord 
and the largest holder of grazing land, 
the largest holder of timberland and 
the largest owner of grain, the largest 
ship owner and the largest truck fleet 
operator. For a nation which is the 
citadel and the world’s principal ex- 
ponent of private enterprise and in- 
dividual initiative, this is an amazing 
list.” 

The increase in the size, scope and 
power of government raises the issue 
of personal liberty, for the history of 
liberty, as Woodrow Wilson reminded 
us, is the history of the limitations 
placed on governmental power. As gov- 
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ernment expands, the liberty of every 
one of us contracts. I’d like to rec- 
ognize two objections which are often 
raised at this point, frequently by the 
same person. He admits that our gov- 
ernment is enormously overgrown and 
that this inevitably curbs the liberty 
of individuals. But we need an omni- 
potent government for two reasons, he 
contends; first to cope with the threat 
of imperial communism abroad and 
second, to avoid the danger of a de- 
pression at home. To deal adequately 
with the fallacies in each of these con- 
tentions would require a _ separate 
discussion, if not a book. I have dis- 
cussed these issues in other writings 
and can do little more here than indi- 
cate a willingness to tackle them. 

There is this much truth in the first 
contention: If we grant that the 
United States have a divine mandate 
to police the world—which means un- 
limited commitments abroad of our 
resources, our money and our man- 
power—then it follows that we cannot 
have limited government at home. In 
order to implement our present for- 
eign policy, Washington must have 
unlimited power to conscript both 
property and people. But if our own 
government exercises this kind of 
power over us we have installed a kind 
of domestic totalitarianism right here 
at home, first cousin to the thing we 
profess to be fighting. 

We should not flatter communism 
by imitating any of its features. As a 
citadel of liberty, America is, in Lin- 
coln’s phrase, “the last best hope of 
earth.”” We are only as strong as we 
are free. 

It was our ideal of liberty and jus- 
tice for all that gave America its high 
place in the minds and hearts of men 
all over the world during the Nine- 
teenth Century and until recently. We 
have largely lost that place, and can 
regain it only by a reaffirmation of 
the American ideal. 


Maritain on America 


The world-famous French philoso- 
pher, Jacques Maritain, in his recent 
book, Reflections on America, confirms 
this point as follows: “What the world 
expects from America is that she keep 
alive, in human history, a fraternal 
recognition of the dignity of man— 
in other words, the terrestrial hope of 
men in the Gospel.” Such a reaffirma- 
tion of the American ideal would be 
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a major victory over communism both 
at home and abroad. It would also 
permit the adoption of a sound policy 
of national defense, because under 
modern conditions the defense of our 
country is based on a virile industrial 
machine operating in a free economy 
—and an economy is free only to the 
extent that it is not subject to arbi- 
trary political intrusions. Which 
brings us to the second objection, that 
we need a big government to keep 
business operating in an orderly fash- 
ion and in the public interest. 


Great White Father 


There seems to be a widespread 
belief that as the result of vastly in- 
creased knowledge in the fields of 
economics, finance, science and tech- 
nology, and through modern develop- 
ments in managerial skills, the Fed- 
eral government can spark booms, 
prevent depressions and control the 
business cycle. As one economist has 
expressed it, “We appear to have de- 
veloped a childlike conviction that the 
Great White Father will take care of 
everything—that he will not only for- 
give our (economic) sins and mis- 
takes but will absolve us from their 
consequences.” 

There is no evidence in history or 
logic that government, which after all, 
is operated by ordinary mortals like 
you and me, not by gods or supermen, 
has either the power, the intelligence 
or the wherewithal to generate a per- 
petual boom or prevent depressions. 
Government can delay or accelerate 
economic processes by its interven- 
tions; but it cannot suspend the oper- 
ation of economic laws. We may 
choose to ignore natural law, but the 
consequences of our ignorance have a 
way of catching up with us. 


Fallacies Repeated 


Numerous fallacies are endlessly 
repeated. We are told, for instance, 
that a bumper crop of babies will in- 
sure continued prosperity—in spite of 
the evidence that mere increases in 
population do not automatically result 
in greater economic productivity; in 
fact, they may have an opposite ef- 
fect, as in India and China. 

We have been conditioned to believe 
that payments for not producing 
goods and services are just as whole- 
some and just as sound economically 
as expenditures made to produce the 
goods and services we need and want. 

We are told that military expendi- 


EDISON ELECTRIC INSTITUTE BULLETIN 


tures stimulate the economy and in- 
duce prosperity, in spite of the fact 
that they are, on the whole, almost 
100 per cent non-productive. 

And not content with restricting 
their efforts at “doing good for peo- 
ple’ to America, our enthusiastic 
“dealers” are now busily engaged in 
expanding their activities on a global 
basis—at the expense of the American 
taxpayer! 

And so our digression returns us to 
the main question; the extent of our 
defection from the original American 
system. 

It cannot be denied that the Fed- 
eral government has vastly extended 
its size and powers. While doing so 
it has both undermined personal lib- 
erty and the political integrity of the 
48 states. But that is not all. 

The enormous growth of govern- 
ment has imposed a heavy tax burden 
on every citizen. But not even that 
excessive taxation is sufficient to pay 
the mounting costs of government, so 
the government resorts to inflation. 

Basing their conclusions on studies 
of the financial behavior of nations, 
competent economists, such as Colin 
Clark, have concluded that when the 
tax take of government rises to the 
range of 20-25 per cent of the earned 
income of the people, large segments 
of the population will insist upon in- 
creases in the volume of the money 
as a means of, easing the burden of 
direct taxes. In other words, they de- 
mand inflation. 

It has been demonstrated many 
times that once the government as- 
sumes responsibility for the economic 
welfare of its citizens, the 20-25 per 
cent range in take of earned income is 
quickly reached. In the United States 
we are far beyond this point. We are 
now above 32 per cent! And the in- 
evitable progression appears to be on 
schedule, as indicated by the fact that 
from 1933 to 1955 there has been a 
500 per cent increase in the 
money supply of the United States 
(i.e., total deposits and currency out- 
side banks) while the population in- 
creased only 32 per cent. In spite of 
the vastly increased productivity of 
our industrial machine, there has oc- 
curred, since 1933, a sharp decrease, 
some 55 per cent, in the purchasing 
power of our money! 

There are many areas where gov- 
ernment has intruded into the domain 
of private responsibility and has sub: 
stituted the weight of political factors 
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for the interplay of economic factors 
as a regulator of our economy. We all 
know the depressing story of the farm 
subsidies which, in the long run, have 
injured, not benefitted the farmer. 
They have resulted in $8 billion of 
unwanted farm products maintained 
in costly storage, with an attendant 
onerous regimentation of agriculture. 
In spite of these gifts, during the past 
six years there has been a 23 per cent 
decline in net farm income! 


Other Cases 

There are other activities which bid 
fair to rival the farm story, as, for 
example, water resources and public 
power developments, disaster assis- 
tance, area redevelopments, Federal 
aids to education, social security, un- 
employment relief, Federal health 
programs, minimum wage laws, loans 
to poor business risks, controlled 
money costs and others. 

The mood of our country is one of 
apprehension — many of our people 
have an uneasy intuition that some- 
thing has gone wrong, and they look 
for a scapegoat. The industrialist calls 
the politician venal and self-seeking; 
the labor leader and his _ politica) 
henchmen paint the industrialist as a 
greedy monster; the teacher, the min- 
ister, the doctor, the workman—all 
point the finger of accusation at other 
elements in our body politic. Each 
one denounces special privilege and 
government largesse—when the other 
fellow gets it. But when his own in- 
terests are involved, he rationalizes 
his project as being for the general 
welfare. 

Unfortunately, many of these accu- 
sations. appear to have substantial 
basis in fact! For example, we busi- 
nessmen look for government subsi- 
dies or loans when we cannot obtain 
funds from private sources. 


Each Makes Demands 


The farmer demands a guaranteed 
income, subsidized electricity, irriga- 
tion and tools. The doctor is opposed 
to these socialistic measures and to 
socialized medicine, but wants subsi- 
dized training, research and labora- 
tories. The educator points out the 
deplorable lowering of moral stand- 
ards which results when a person is 
deprived of the responsibility for his 
own welfare—and then demonstrates 
that government aids to education are 
essential for national survival! The 
scientist implores government to pro- 
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vide generous funds for “research es- 
sential to the National Defense and 
the common welfare.” The union offi- 
cial insists that he must have special 
laws which confer upon him the ex- 
clusive power to coerce and regiment 
his members, to abolish freedom of 
contract, and to resort to violence, all 
under the guise of “conserving labor’s 
gains.” 

Young people want government to 
provide them with an education, a job 
and a pension. Old people are con- 
tent, for the moment, with generous 
retirement privileges. And the man- 
in-the-street demands from govern- 
ment a subsidized house, food, medical 
care, and an ephemeral thing called 
“economic security.” 

Perhaps it would be well to remind 
those who clamor for government 
favor that when we concede to gov- 
ernment the authority to give, we au- 
tomatically concede the authority to 
take. Those who declaim in favor of 
minimum wage laws are setting the 
stage for maximum wage laws. When 
government is given authority to ad- 
just farm prices upward it acquires 
authority to adjust them downward, 
and also, the power to set quotas, up 
or down. In such cases, political ex- 
pediency becomes the guide to eco- 
nomic action. 

In my work with the Second Hoover 
Commission, I received many written 
and oral statements from elected of- 
ficials, public administrators, legisla- 
tors, private citizens and from as- 
sorted beneficiaries of public ‘“eco- 
nomic and social uplift” projects in all 
parts of the country. 

The most discouraging feature of 
these communications was the appar- 
ent eagerness of a large and vocifer- 
ous number of our people to reach for 
unearned government hand-outs. 

If I were to take a man’s belongings 
by stealth or violence, it would be 
theft—an immoral act for which the 
law would punish me. But by some 
strange mental process we have ra- 
tionalized a code of ethics which pro- 
vides that if we vote away a portion 
of another man’s property and use it 
for the special benefit of ourselves or 
others, we have merely to call it “pro- 
moting the general welfare” in order 
to remove all taint of dishonesty. In 
other words, we, as voters, call upon 
government to do things for us which 
we would shrink from doing for our- 
Selves as private individuals. The 
welfare state is just this kind of thing 
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writ large, and yet there are some 
who would excuse the immorality of 
these political redistributions of prop- 
erty on the ground that they are legal! 
It has been said that the people 
never give up their liberties except 
under some delusion. We have been 
losing our liberties under the delusion 
that government has some competence 
in the realm of economics, some magic 
multiplier of wealth, some sort of ac- 
cess to a fourth dimension from which 
economic goods may be had without 
working, but only for the voting. 


Election Promises Cited 


For endless examples, take any re- 
cent election campaign. Perhaps the 
more blatant of the claims of those 
seeking our votes is that, under their 
guidance, government will provide us 
with economic security, i.e., at least 
a minimum of economic goods — 
houses, food, clothing, and so on. But 
they glibly gloss over the fact that 
government does not produce the eco- 
nomic goods it promises to dispense; 
people produce them. The three fac- 
tors in production are land, labor and 
capital; government is not one of 
these. Therefore, before government 
can give you something it must first 
take it away from someone else; and, 
conversely, before it can give some- 
body else anything, it must first take 
it away from you. 


‘To Pay Robin Hood’ 

This is not the road to prosperity 
or to justice. In current theory, gov- 
ernment promises to play Robin Hood, 
robbing the rich to pay the poor. The 
theory is thoroughly immoral — bui 
the practice is even worse. The prom- 
ise is soon forgotten and Robin Hood 
robs rich and poor alike to pay Robin 
Hood. All this, in the name of the 
“general welfare!” 

Any person who dares to question 
these immoral and uneconomic princi- 
ples of the welfare state is accused of 
being uncharitable. Such accusations 
are gratuitous. Every person of good 
will wants to see other men better off 
—better housed, better clothed, better 
fed, better educated, and so on. But 
he has grave doubts about the pro- 
priety or the effectiveness of the 
means employed by the welfare stat- 
ers. And when it comes to taking care 
of the unfortunate, every lover of lib- 
erty believes devoutly in voluntary 
gifts and charity. But he objects to 
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the imposition of a ‘“‘psuedo-charity” 
by government on unwilling givers as 
immoral and uneconomic — injurious 
alike to the recipients and to the 
forced contributors. He foresees these 
sure results of such action: 

First—The victim is deprived of what 
he produces, which destroys his in- 
centive to produce—as well as his 
faith in the two Commandments— 
“Thou shalt not covet” and “Thou 
shalt not steal.” 

Second—The one who received un- 
earned gifts is relieved of the need 
to produce which, likewise, destroys 
his incentive and leads him to de- 
pend for his sustenance on a pa- 
ternal government which demands 
his vote as a prerequisite for aid. 

Third—As production inevitably de- 
clines, the coercive State must re- 
sort to force. With voluntary 
production destroyed, the powers- 
that-be seek a way to “whip up” 
production among the ever-increas- 
ing non-producers. Even the origi- 
nal beneficiaries become the victims 
of the thing they helped contrive. 
The “carrot” of incentive is now 
discarded in favor of the “stick” of 
coercion. The planners who hoped 
that their over-all blueprints for 
salvation might be accepted volun- 
tarily now see that there is opposi- 
tion which they must eliminate. 
They resort to force; their very de- 
votion to the noble ends they seek 
blinds them to the immorality of the 
means they employ. 

Fourth—Those who have appropriated 
the political power to make others 
conform to their wills inevitably 
develop a moral weakness. There 
are many instances in contemporary 
history of the well-intentioned poli- 
tician who, after an extended period 
of exercising power, concludes that 
power and wisdom are so much alike 
that, since he wields power, he must 
also possess wisdom. He is converted 
to the seductive thesis that election 
to public office endows the official 
with both power and wisdom. At 
this point, he has difficulty distin- 
guishing between what is morally 
right and what is politically expe- 
dient. 

Such, in barest outline, is our pres- 
ent situation as I see it—an overex- 
tended government, excessive taxation, 
politically engineered inflation, mis- 
taken ideas about economics, moral 
confusion, personal liberty in decline 
and a growing political idolatry. 

Where lies the blame for our cur- 
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rent predicament—so foreign to the 
promises of the original American 
character and faith? 

The fact is that all of us, you and 
I, must share the blame. Somewhere 
we got off the track. Over the past 
50 years we have encouraged — nay 
we have actively participated in—the 
propagation of a misplaced faith in 
the power of government to accom- 
plish all sorts of social, economic and 
even moral purposes. Implementing 
this faith we have thrust enormous 
powers upon government; or else we 
have, with great docility, acquiesced 
while the powers and functions of 
government have been extended, ac- 
celerated and centralized. Such an en- 
hancement of political power at the 
expense of social power is correctly 
labeled “socialism.” 

The tendency of the American busi- 
ness manager, in common with citizens 
in other walks of life, is to be compla- 
cent about the advance of what might 
be called piece-meal socialism—politi- 
cal intrusion that does not encroach 
upor what he conceives to be his own 
territory. We tend to be apathetic 
about the general socialistic drift. In 
many instances we actively support 
socialistic measures under the guise 
of promoting prosperity or ‘“develop- 
ing the community.” But we should 
now be aware that what threatens to 
engulf us is total state socialism. 


To Oppose Socialism 


Leaders in business, and all others 
in a position to influence public opin- 
ion, have a duty to actively oppose 
socialism wherever it appears, because 
socialism is ancient tyranny under a 
modern disguise — even though it has 
enlisted some misguided idealism in 
its behalf. If the promise of America 
is to be redeemed we must oppose 
state socialism on every level — philo- 
sophical and spiritual as well as eco- 
nomic and political. If our sole con- 
cern is merely that aspect of socialism 
which directly confronts our own com- 
pany, or our own industry or our own 
community, we may contribute to the 
advance of socialism on other fronts 
by our neglect, if not by our positive 
actions. 

More than 50 years ago, the great 
historian of Rome, Theodore Momm- 
sen, visited our country. At a recep- 
tion in his honor, he was asked, “Mr. 
Mommsen, what do you think of our 
country?” The great scholar replied, 
“With two thousand years of Euro- 
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pean experience before your eyes, you 
have repeated every one of Europe’s 
mistakes. I have no further interest 
in you.” 

But we who love our country cannot 
so easily abandon interest in its wel- 
fare. Our country today is facing a 
crucial test in its struggle for survival. 
I believe the issue will be decided in 
the arena of moral values—not on the 
field of battle. Our current situation 
was well described by one of our mili- 
tary commanders in these words: 

“It is the sort of moral crisis from 
which one merits the victory only 
when there is no longer a wide and 
embarrassing gap between one’s stated 
aims and one’s personal example.” 


Practice Before Preaching 

This means that when we preach 
the gospel of freedom to the oppressed 
peoples of the world, we must first 
make sure that we believe in it—and 
practice it—at home. Otherwise our 
words carry no conviction. 

We cannot sell the goods we do not 
have in stock. The fact is that today 
America is moving rapidly in the di- 
rection of a police state. Many of our 
people have been converted to the idea 
that freedom has been tried and found 
wanting, just as some believe that 
Christianity has been tried and found 
wanting. Many of us subscribe to the 
concept of the New and Fair Deals— 
the idea that by substituting man’s 
law of force for God’s law of love, 
people can be coerced into “doing 
good” for their neighbors. It appears 
that the self-anointed humanitarians 
who advocate these measures have 
convinced themselves that the second 
of the two great Commandments, 
“Thou shalt love thy neighbor as thy- 
self,” can be enforced by the police 
power of the State and that when this 
occurs the first, “Thou shalt love the 
Lord thy God,” ceases to have much 
significance. 

If this trend toward the police state 
does not frighten us, then we get our 
ulcers from some of its by-products; 
corruption in high places, juvenile 
crime, the perpetual world crisis, the 
cruelly oppressive tax burdens, and so 
on. 

One cannot help recalling the proph- 
ecy uttered by the great English 
scholar and statesman, Macaulay, in 
1857. Addressing himself to America 
he said, “Either some Caesar or 
Napoleon will seize the reins of gov- 
ernment with a strong hand; or your 
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republic will be as fearfully plundered 
and laid waste by barbarians in the 
Twentieth Century as the Roman Em- 
pire was in the Fifth;—with this dif- 
ference, that the Huns and vandals 
who ravaged the Roman Empire came 
from without, and that your Huns 
and vandals will have been engendered 
within your own country by your own 
institutions.” 

Is there a way ahead which will 
take us out of this morass? Is there 
a way to recover the sanity and bal- 
ance that once marked our life? I 
believe there is — and that it is also 
the only way out. But it is not by 
means of political nostrums. It is 
through the rehabilitation of those 
moral and spiritual values which i 
mentioned earlier. 

Now you may ask, how can this 
rehabilitation be accomplished? I have 
seen no better answer than that given 
by Dr. Ralph Cooper Hutchison, until 
recently president of Lafayette Col- 
lege. In an inspiring address entitled, 
“Those Who Would Have Freedom 
From Tyranny,” he said: “. . . Our 
common ideal is that these laws of 
God, these rights of man, these re- 
sponsibilities of the individual to the 
social order should be preached and 
taught, but not otherwise be forced 
upon the minds and consciences of the 
human race. ‘Go ye into all the world 
and teach all nations’—was the last 
command of the Master. To force men 
into ways of righteousness by police 
powers, to legislate them into social 
progress by laws, to brainwash them 
from their evil ways, to torture men 
to the confessional, to hypnotize the 
social order with mass psychiatry, to 
terrorize them into discipline, was 
never in the creed of spiritual Amer- 
ica. This became rather a teaching 
and a preaching land. Education by 
conviction has been our ideal... The 
teaching persuading mission we be- 
lieve is the way of social reform .. .” 


Preserving Liberty 

In the Virginia Bill of Rights, 
drafted by George Mason and adopted 
on June 12, 1776, there appears this 
statement in Article 15: “No free 
government or the blessings of liberty 
can be preserved to any people but by 
a firm adherence to justice, modera- 
tion, temperance, frugality and virtue. 
and by frequent recurrence to funda- 
mental principles.” 

What were the fundamental prin- 
ciples referred to by Mason? I believe 
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they were, broadly speaking, religious 
principles; not so much the doctrines 
and creeds which distinguish one sect 
or denomination from another, but 
rather the fundamental belief in God 
which they share. It was a basic 
American principle to maintain a 
strict separation between church and 
state, not because of any hostility to 
religion; quite the contrary. The state 
was to be secular in order that the 
society might be genuinely religious. 
DeTocqueville saw this clearly when 
he wrote in 1835, “Religion in Amer- 
ica takes no direct part in the govern- 
ment of society but it must be re- 
garded as the first of their political 
institutions.” A free society is pos- 
sible only if it is composed of self- 
disciplined individuals. 


Convictions Visible 


These convictions are visible in both 
the Declaration of Independence and 
the Constitution. The framers of 
those documents believed that they 
were transcribing “‘the laws of Nature 
and of Nature’s God.”” The supremacy 
of the Constitution was believed to 
stem from its correspondence to a law 
superior to the will of human rulers. 

Dr. Edwin S. Corwin, noted scholar 
and teacher of political economy, writ- 
ing of ‘The ‘Higher Law’ Background 
ef American Constitutional Law,” 
describes this sanction as follows: 


“There are certain principles of right 


and justice which are entitled to pre- 
vail of their own intrinsic excellence, 
altogether regardless of the attitude 
of those who wield the physical re- 
sources of the community. Such prin- 
ciples were made by no human hands; 
indeed, if they did not antedate deity 
itself, they still so express its nature 
as to bind and control it. They are 
external to all Will as such and inter- 
penetrate all Reason as such. They 
are eternal and immutable. In relation 
to such principles, human laws are, 
when entitled to obedience save as to 
matters indifferent, merely a record 
of transcript, and their enactment an 
act not of will or power but one of 
discovery and declaration.” 

In effect, the Founding Fathers 
were trying to set up a secular order 
based on their idea of the pattern 
laid down by God for man’s conduct 
in society. This was in strict conform- 
ity with the basic truth that every 
social order derives its sanctions from 
the prevailing concept of the cosmic 
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order. And as evidence of the faith 
in the sanction of “divine Providence” 
for their actions, they pledged to each 
other “their lives, their fortunes, and 
their sacred honor.” 


In the foregoing discussion I have 


not meant to imply that there are not 


problems peculiar to the economic and 
political levels, but I do mean to say 
that if men are not right at the deeper 
level — in their understanding of the 
nature of the universe and of God’s 
moral code—they can tinker with 
economic and political problems from 
now until doomsday and still come up 
with the wrong answers — which is 
precisely what we have been doing in 
recent years. 

It is a case of putting first things 
first, and the first thing, in my judg- 
ment, is a rehabilitation of those moral 
and spiritual values which are basic 
to the American dream. I believe that 
such effort on our part will call forth 
the supporting power of cosmic sanc- 
tion, for God intended men to be free. 
“The God who gave us life,” Jefferson 
observed, “gave us liberty at the same 
time.” We will need conviction, cour- 
age, strength, understanding, humil- 
ity, compassion and faith to set in 
motion what William James referred 
to as “those tiny, invisible, molecular 
moral forces which work from in- 
dividual to individual, creeping in 
through the crannies of the world like 
so many soft rootlets, or like the cap- 
illary oozing of water, but which, if 
you give them time, will rend the 
hardest monuments of men’s pride.” 


Disaster Unless Course Altered 


Here let me disavow any intent to 
put on the mantle of a prophet of 
inevitable doom. While I am convinced 
that disaster lies ahead unless we 
change course, J firmly believe that the 
world is now on the threshold of what 
could be such a dynamic expansion of 
spiritual growth and material produc- 
tivity as to tax the capacities of all 
mankind! The world looks to America 
for moral leadership. We can supply 
that leadership if we emulate the 
Founding Fathers in their devotion to 
justice, moderation, temperance, fru- 
gality and virtue and frequent recur- 
rence to fundamental principies. 

What specific steps must be taken? 
I believe that no one, no matter how 
exalted his position, can determine for 
172 million people their day-to-day 
economic and social decisions concern- 
ing such matters as wages, prices, 
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production, associations and others. 
So I propose that these decisions, and 
the problems connected therewith, be 
returned to the persons concerned. 


Five Steps Listed 


This could be done in five steps, as 
follows: 


First—Let us stop this uneasy drift 
toward collectivism by ending all 
further private raids on the public 
treasury—whether conducted by un- 
ions, businessmen, farmers or any 
other group. In one respect, this is 
the easiest step of all—we need only 
refrain from passing more social- 
istic laws. But we have become so 
addicted to socialism, that it will be 
just as hard for us to break the 
habit as for an alcoholic to stop his 
compulsive drinking. 


Second—Let us undertake at once an 
orderly demobilization of the bu- 
reaucracy by the progressive repeal 
of the socialistic laws now on our 
books. This is the road to social 
health and sanity, and it will be a 
struggle all the way; every pressure 
group in the nation will fight to re- 
tain its special privileges, subsidies 
and government protection. But if 
freedom is to live, all politically 
privileged positions must go! 


Third—Of the powers that remain in 
government, let us return as many 
as possible to the States. For on 
the local level, the people are able 
to apply more critical scrutiny to 
the acts of their government agents 
and to take corrective action. 


Fourth — Let us resolve that never 
again will we yield to the seduction 
of the government panderer who 
comes to us offering gifts paid for 
with our own money, in return for 
a surrender of our natural rights. 


Fifth—Above all, let us hold high be- 
fore our eyes the banner of indi- 
vidual moral responsibility, acknowl- 
edging that unless each one of us 
humbly tries to govern his actions 
by God’s moral code—as this finds 
expression in such statements as 
the Ten Commandments and the 
Sermon on the Mount — he brings 
chaos into society and invites tyr- 
any. 

These measures require bold action. 
Those who take up the gage of battle 
will be the real pioneers of our age, 
the frontiersmen of the last half of 
the Twentieth Century. 


At the close of the Constitutional 
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JULY OCTOBER 
17 EEI Industrial Relations Committee, Headquarters, 1- 38 Indiana Electric Association Annual Convention, 
New York City French Lick-Sheraton Hotel, French Lick, Ind. 
18 Oklahoma Utilities Association Accounting Section 1- 3 PIP Workshop Conference, Radisson Hotel, Minne- 
Conference, Ardmore Hotel, Ardmore, Okla. apolis, Minn. 
6- 8 EEI Prime Movers Committee, Hotel Statler-Hilton, 
AUGUST Buffalo, N. Y 
4-29 Southeastern Electric Exchange Public Utility Ex- 9-10 EEI Transmission & Distribution Committee, Hotel 
ecutive Course, Georgia Institute of Technology, New Yorker, New York City 
Atlanta, Ga. 13-14 EEI Electrical System and Equipment Committee, 
SEPTEMBER Hotel Barringer, Charlotte, N. C 
a 15-16 5th Annual EEI Area Development Workshop, Hotel 
8- 9 EEI-AGA 1958-59 Accounting Division and Section Somerset, Boston, Mass. 
Organization Meeting, Netherland Hilton Hotel, 44 Oklahoma Utilities Association Electric Light and 
Cincinnati, Ohio Power Division Conference, Eastern District, 
12-13 Maryland Utilities Association 34th Fall Conference, Western Hills Lodge, Lake Sequoyah, Wagoner, 
The Cavalier-Sir Walter Kaleigh Hotels, Virginia Okla. 
Beach, Va. 15-17 Wisconsin Utilities Association Electric and Gas 
14-17 Rocky Mountain Electrical League Annual Fall Con- Operations & Sales Convention, Schroeder Hotel, 
vention, Jackson Lake Lodge, Moran, Wyo. Milwaukee, Wis. 
17-18 PEA 51st Annual Meeting, Penn Sheraton Hotel, 16-17 PEA Prime Movers Committee, Skytop Lodge, 
Pittsburgh, Pa. White Haven, Pa. 
17-19 Northwest Electric Light & Power Association 51st 17 EEI Area Development Committee, Hotel Somerset, 
Annual Meeting, Sun Valley Lodge, Sun Valley, Boston, Mass. 
Idaho 17 Oklahoma Utilities Association Electric Light and 
18-19 EEI Industrial Power & Heating Group, Uphoff’s Power Division Conference, Western District, 
Rotunda, Wisconsin Dells, Wis. Lawtonian Hotel, Lawton, Okla. 
18-21 Public Utilities Association of the Virginias 40th 29-21 —— aeete nee Engineering & Op- 
Annual Meeting, Greenbrier Hotel, White Sulphur eration Section, Hotel Roanoke, Roanoke, Va. 
Springs, W. Va. 22-24 EEI-AGA Taxation Accounting Committee, Tides 
22-24 EEI Meter and Service Committee, Driscoll Hotel, Hotel and Bath Club, St. Petersburg, Fla. 
Corpus Christi, Texas 24 Oklahoma Utilities Association Accounting Section 
29-30 Conference, Burlingame Hotel, Bartlesville, Okla. 
Oct. 1 Eleventh Annual Round Table Conference, Drake Ho- 30-31 Southeastern Electric Exchange Accounting Confer- 
tel, Chicago, III. ence, Roosevelt Hotel, New Orleans, La. 




















Convention, Benjamin Franklin pre- 
dicted that the Federal Union “.. . 
can only end in despotism, as other 
forms have done before it, when the 
people shall become so .corrupt as to 
need despotic government, being in- 
capable of any other.” And when asked 
by an anxious citizen, “Well, Doctor, 
what have you given us, a republic 
or a monarchy?” Franklin replied, 
“A republic—if you can keep it.” 

“How long will the Republic en- 
dure?” asked the late David Starr 
Jordan, president of Stanford Univer- 
sity. He answered his own question: 
“So long as the ideas of its founders 
remain dominant.” 

One last word: more than 700 years 
ago the great Italian poet, Dante, 
said: “The hottest places in hell are 
reserved for those who, in a period 
of moral crisis, maintain their neu- 
trality.” 


The Countdown to Oblivion 


(Continued from page 225) 


—and in a voice the people under- 
stand and will believe. We must carry 
our brand of American evangelism to 
the non-believers too. Sure, it’s harder 
to talk to an audience not already dis- 
posed our way. But the obligation is 
great and the stakes are greater. 

I am a lifetime student of political 
science and a proud spokesman for 
capitalism. As much as this thing 
we call public relations has been my 
daily work in our industry, the in- 
vestigation and exposure of the can- 
cerous conspiracy of socialistic collec- 
tivism also has been my life’s vocation. 
My first-hand probing of the global 
struggle for the mind of man, that is 
waged continually between the forces 
of freedom and those of tyranny, has 
taken me to many corners of the 
earth and on both sides of the Iron 


Curtain. It would have been tempting 
to have deluged you with statistics, to 
have drowned you in rafter-shaking 


reverberations of sound. Yes, the 
roast I might have cooked could 
have been prettily garnished and 


spiced to be more palatable—but it 
would have been the same meat you 
and I have digested many. times. 

I have spoken as an electric utili- 
ties public relations man. I choose 
rather to plead simply that we have 
a duty to the American economic sys- 
tem as well as to our own industry. 
We can’t afford to waste any more 
time in halting the countdown to our 
own oblivion. 

LET’S GO HOME, TAKE OFF 
OUR COATS, ROLL UP OUR 
SLEEVES, AND FIGHT BACK! 


— 
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